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ABUSES  IN  FEDERAL  STUDENT  AID  PROGRAMS 


WEDNESDAY,  SEPTEMBER  12,  1990 

U.S.  Senate, 
Permanent  Subcommittee  on  Investigations, 

Committee  on  Governmental  Affairs, 

Washington,  DC 

The  Subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  Sam  Nunn  (Chair- 
man of  the  Subcommittee)  presiding. 

Present:  Senators  Nunn,  Roth,  Lieberman,  and  Cohen. 

Staff  present:  Eleanore  J.  Hill,  Chief  Counsel;  John  F.  Sopko, 
Deputy  Chief  Counsel;  Mary  D.  Robertson,  Chief  Clerk;  Alan  Edel- 
man,  Counsel;  Kim  Wherry,  Counsel;  David  B.  Buckley,  Chief  In- 
vestigator, Harold  Lippman,  Investigator,  Mark  Webster,  Investiga- 
tor, Grace  McPhearson,  Investigator,  Cynthia  Comstock,  Staff  As- 
sistant, Declan  Cashman,  Staff  Assistant;  Daniel  F.  Rinzel,  Minori- 
ty Chief  Counsel;  Carla  Martin,  Minority  Assistant  Chief  Clerk; 
and  Blaine  Phillips,  Minority  Staff  Assistant. 

Other  staff  present:  Robert  Harris  (Senator  Glenn);  and  Aaron 
Bayer  (Senator  Lieberman). 

[Statement  of  authority  follows:] 

Pursuant  to  Rule  5  of  the  Rules  of  Procedure  of  the  Senate  Permanent  Subcom- 
mittee on  Investigations  of  the  Committee  on  Governmental  Affairs,  permission  is 
hereby  granted  for  the  Chairman,  or  any  Member  of  the  Subcommittee  as  designat- 
ed by  the  Chairman,  to  conduct  open  and/or  executive  session  hearings  without  a 
quorum  to  two  members  for  the  administration  of  oaths  and  the  taking  of  testimony 
in  connection  with  hearings  on  Abuses  in  Federal  Student  Aid  Programs  (Part  2)  to 
be  held  on  September  12  and  23,  1990. 

Sam  Nunn.  Chairman. 
WrujAM  V.  Roth,  Jr., 
Ranking  Minority  Member. 

OPENING  STATEMENT  OF  SENATOR  NUNN 

Senator  Nunn.  The  Subcommittee  will  come  to  order. 

Last  February,  the  Permanent  Subcommittee  on  Investigations 
held  two  days  of  hearings  on  problems  in  the  Title  IV  guaranteed 
student  loan  program.  Those  hearings  uncovered  an  alarming  pat- 
tern of  waste,  fraud  and  abuse  in  the  program,  particularly  in 
regard  to  those  loans  given  to  students  enrolled  in  trade  and  pro- 
prietary schools. 

At  those  hearings,  the  General  Accounting  Office  reported  that 
their  review  of  the  1987  data  showed  that,  although  proprietary 
school  students  accounted  for  only  22  percent  of  the  outstanding 
loans  in  the  Title  IV  program,  they  produced  44  percent  of  all  de- 
faults. 
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Of  perhaps  even  greater  significance,  we  also  heard  testimony 
that  vividly  demonstrated  that  the  students  for  whom  the  loan  pro- 
gram hadbeen  developed  were  being  victimized  themselves  by  un- 
scrupulous school  owners.  Tens  of  thousands  of  such  students  failed 
to  receive  the  promised  training  and  skills  from  those  schools  and, 
accordingly,  found  themselves  saddled  with  debt  they  had  no  way 
of  repaying. 

Since  those  hearings,  additional  developments  have  taken  place 
which  further  underscore  the  extent  of  the  problems  we  uncovered 
earlier  this  year  and  the  growing  seriousness  this  situation  poses. 

On  July  19, 199C,  the  Secretary  of  Education  announced  that  he 
had  been  notified  by  the  Higher  Education  Assistance  Foundation, 
known  as  HEAF,  ore  of  the  Nation's  largest  guarantors  of  Federal 
student  loans,  that  it  was  facing  serious  financial  problems.  HEAF 
is  presently  responsible  for  more  than  $9  billion  in  student  loans, 
the  great  majority  of  which  were  made  to  proprietary  school  stu- 
dents. 

The  potential  effect  of  HEAF's  financial  plight  becomes  painfully 
apparent  when  one  considers  that  its  guaranteed  loans  to  proprie- 
tary students  are  defaulting  at  the  astronomical  rate  of  47  percent. 
Even  as  American  taxpayers  continue  to  struggle  with  the  after- 
math of  the  savings  and  loan  debacle,  once  again  we  seem  to  be 
faced  with  what  may  be  the  beginning  of  another  raulti-billion- 
dollar  bailout  „  .         (11    .  . 

At  this  point,  let  roe  interject  that  the  Subcommittee  Has  also 
been  looking  into  these  developments,  especially  the  role  of  lend- 
ers, secondary  market  loan  services,  and  guaranty  agencies,  for 
some  time  and  will  hold  hearings  on  these  aspects  of  the  program 
on  the  25th  and  26th  of  this  month. 

This  morning  and  tomorrow  morning,  we  will  examine  the  ques- 
tion of  how  ineffective,  suspect  or  disreputable  schools  get  into  and 
remain  in  the  Federal  guaranteed  student  loan  program.  Under 
the  current  system,  the  socalled  Triad  of  State  licensing,  accredita- 
tion by  industry  self-regulatory  bodies,  and  eligibility/ certification 
conferred  by  t'.ie  U.S.  Department  of  Education  determines  which 
schools  are  eligible  to  participate  in  the  Federal  student  loan  pro- 
grams. 

Those  three  levels  of  review  were  intended  to  insure  some  degree 
of  quality  in  education  in  the  Federal  student  loan  program.  Unfor- 
tunately, we  have  recently  seen  more  and  more  evidence  that  the 
system  is  falling  far  short  of  that  goal. 

The  Subcommittee  staff  will  report  this  morning  that  serious 
shortcomings  in  the  so-called  triad  system  have  "encouraged  un- 
scrupulous school  owners  to  take  advantage  of  the  availability  of 
Title  IV  funds,  because  they  know  that  the  system  is  not  set  up  to 
detect  or  catch  fraud  and  abuse." 

One  school  owner  recently  described  the  ease  m  getting  rich  in 
the  proprietary  school  business  by  calling  the  1980  s  the  oppor- 
tune time  to  be  crooked."  ,  . 

Consider,  for  example,  some  of  the  schools  that  have  been  al- 
lowed to  participate  in  the  Federal  student  loan  program: 

In  Florida,  a  fully  accredited  nursing  assistant  and  respiratory 
therapy  school  was  allowed  to  participate  in  the  Federal  guaran- 
teed student  loan  program.  On  a  subsequent  site  visit  to  the  school, 
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Florida  licensing  officials  found  that  the  school  was  connected  to  a 
store,  whose  customers  had  to  pass  through  the  *ci  oo!  entrance  to 
conduct  business,  The  store  was  operated  by  the  school's  owner, 
selling  records  and  tapes,  a  large  part  of  which  were  x-rated. 
Across  to  the  school  classroom  was  nothing  more  than  a  hole 
knocked  out  of  a  wall  and  essential  instructional  materials  were 
meager  or  non-operable.  The  school's  self-study  do  uraent  listed 
several  clinical  affiliations,  including  Jackson  Memorial  Hospital. 
When  called,  hospital  officials  had  no  knowledge  of  any  arrange- 
ment with  the  school 

Another  example:  In  Washington,  D,C„  students  of  a  cooking 
school,  which  was  at  one  point  simultaneously  accredited  by  two 
different  accrediting  bodies,  reportedly  complained  of  receiving  few 
classes  and  of  having  to  perform  unpaid  work  as  part  of  their  so- 
called  education  in  the  cafeteria  of  the  Blue  Plains  Sewage  Treat- 
ment Plant,  Most  of  the  students  received  Federal  grants  and  guar- 
anteed loans  to  pay  the  school's  $6,900  fee  for  a  6-month  chef 
course.  After  a  long  history  of  complaints  and  investigations,  one 
accrediting  body  withdrew  its  accreditation,  while  the  other  finally 
withdrew  its  accreditation  2  days  before  the  school  filed  for  bank- 
ruptcy. 

An  accredited  truck  driving  school,  with  multiple  branches,  lo- 
cated nationwide  enrolled  close  to  100,000  students  between  1980 
and  1988,  Virtually  all  of  these  students  paid  for  their  tuition  with 
Federal  student  aid  funds.  At  just  one  location  of  this  school,  more 
than  13,000  out  of  nearly  31,000  students  defaulted  on  their  loans, 
to  the  tune  of  some  $27  million. 

Among  the  problems  found  at  this  and  other  school  locations 
were:  alteration  of  ability-to-benefit  tests  so  that  unqualified  stu- 
dents were  admitted;  enrollment  of  students  with  physical  disabil- 
ities or  criminal  records  that  would  prevent  them  from  driving  a 
truck  or  obtaining  a  licen  ^  to  do  so;  and  falsification  of  documents 
to  appear  to  be  in  compliance  with  Federal  course  length  require- 
ments. 

As  a  result  of  these  abuses,  the  owner  of  this  school  is  the  subject 
of  a  $866  million  civil  suit  by  the  U.S.  Departments  of  Education 
and  Justice,  in  which  he  is  charged  with  defrauding  the  Federal 
guaranteed  student  loan  program.  The  owner  of  this  school,  it  is 
worth  noting,  was  at  one  time  a  member  of  the  board  of  directors 
of  the  accrediting  body  that  accredited  his  schools. 

Clearly,  these  examples  do  not  demonstrate  the  type  of  "quality 
education"  that  most  taxpayers  assume  is  the  foundation  of  the 
Federal  student  loan  program.  Accreditation  alone  apparently  no 
longer  guarantees  that  students  will  receive,  at  Federal  expense, 
skilled  training  and  instruction  in  their  chosen  field. 

Moreover,  the  other  two  prongs  of  the  triad  review  process—li- 
censing and  certification— often  do  little  to  improve  the  situation. 
State  licensing  authorities,  typically  underfunded  and  under* 
manned,  operate  under  a  wide  range  of  differing  State  licensing  re- 
quirements and  often  are  ill-equipped  to  add  more  than  a  perfunc- 
tory rubber-stamp  approval. 

Moreover,  their  role  in  determining  eligibility  for  the  Federal 
programs  is  often  lost  in  the  process.  In  Georgia,  for  example,  li- 
censing officials  discovered  a  branch  of  an  outof-State  accredited 
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school  receiving  Federal  funds  without  ever  having  been  licensed 
in  Georgia. 

As  for  the  Department  of  Education's  certification,  in  practice  it 
has  proven  to  be  virtually  guaranteed  once  a  school  is  licensed  and 
accredited.  According  to  the  Department's  Inspector  General,  for 
example,  between  fiscal  year  1987  and  fiscal  year  1988,  approxi- 
mately 2,024  out  of  2,087,  or  97  percent,  of  the  schools  reviewed  by 
the  department's  certification  branch  were  ultimately  certified. 

According  to  the  Inspector  General,  800  or  88  percent  of  these  in- 
stitutions were  financially  troubled  and/or  had  significant  adminis- 
trative deficiencies.  During  this  same  time  span,  about  150  of  these 
schools  closed  and  50  closed  so  abruptly  that  educational  services 
were  not  provided  to  students  already  enrolled.  As  a  result,  mil- 
lions of  dollars  in  Federal  student  aid  funds  were  wasted  and  the 
students  were  left  with  little  more  than  a  substantial  Federal  debt 
for  training  they  never  received.  v 

This  mornings  hearing  is  intended  to  examine  m-depth  the  so- 
called  triad  review  process— licensing,  accreditation  and  certifica- 
tion. I  am  hopeful  that  the  testimony  will  help  to  explain  why  this 
system  has  so  frequently  allowed  unqualified,  ill-equipped,  finan- 
cially unsound,  and,  in  some  cases,  even  fraudulent  schools  to  re- 
ceive huge  amounts  of  Federal  student  loan  funds.  We  want  to 
know  not  only  why  the  system  has  failed  in  the  past,  but  also  what 
can  be  done,  whether  through  legislation  or  agency  reform,  to  pre- 
vent those  types  of  abuses  in  the  future.  ,  , 

This  morning,  we  will  hear  from  the  Inspector  General,  who  will 
discuss  the  problems  his  staff  has  found  in  several  reviews  of  the 
Department's  management  and  oversight  of  the  student  loan  pro- 
gram. He  will  explain  the  Department's  certification  and  eligibility 
processes,  as  well  as  the  role  played  by  the  Accrediting  Agency 
Evaluation  Branch  and  the  National  Advisory  Committee  on  Ac- 
creditation and  Institutional  Eligibility.  , 

We  will  also  hear  from  a  number  of  witnesses  who,  by  virtue  of 
their  diverse  personal  and  professional  experiences,  have  a  unique 
perspective  on  the  causes  and  effects  of  problems  in  the  Federal 
guaranteed  student  loan  program. 

Finally,  we  will  hear  from  an  individual  with  intimate  knowl- 
edge of  the  problems  in  the  triad,  based  on  his  experience  as  a 
former  proprietary  school  recruiter,  financial  aid  administrator, 
and  owner.  This  witness  is  presently  serving  a  prison  sentence  for 
defrauding  the  government  of  more  than  $400,000  by  inventing  fic- 
titious students  for  whom  he  then  obtained  federally  guaranteed 
student  loans.  His  testimony  will  help  explain  how  easily  the  cur- 
rent system  can  be  manipulated  by  unscrupulous  profiteers,  at  the 
expense  of  both  the  students  and,  ultimately,  the  taxpayers. 

Before  we  proceed,  I  want  to  express  my  thanks  to  the  ranking 
member,  Senator  Roth,  Senator  Cohen  and  other  members  of  the 
Subcommittee,  as  well  as  particularly  the  minority  staff,  for  their 
cooperation  and  assistance  during  the  course  of  this  investigation. 

I  also  want  to  publicly  acknowledge  and  express  my  appreciation 
to  the  General  Accounting  Office  and  the  Inspector  Generals 
OfSce  of  the  Department  of  Education  for  the  assistance  they  have 
provided  the  Subcommittee  staff  in  connection  with  the  investiga- 
tion and  preparation  for  these  hearings. 
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Senator  Roth,  I  call  on  you  now.  I  know  Senator  Cohen  has  an 
opening  statement,  and  then  we  will  get  to  our  witnesses, 

OPENING  STATEMENT  OF  SENATOR  ROTH 

Senator  Roth.  Thank  you,  Mr.  Chairman. 

The  original  purpose  of  our  student  loan  program  was,  of  course, 
to  give  needy  students  a  chance  to  succeed.  The  program  exempli- 
fied the  principles  of  opportunity  and  achievement  that  our  coun- 
try was  founded  upon. 

But  now  the  system  has  been  tainted  by  greed.  Some  dishonest 
school  operators  have  taken  advantage  of  loose  regulations  and 
turned  their  so-called  educational  institutional  into  money-grab- 
bing businesses.  They  have  substituted  marketing  schemes  for  real 
education  for  the  specific  purpose  of  conning  unsuspecting  stu- 
dents. 

Mr.  Chairman,  I  commend  you  for  holding  these  hearings  and  I 
commend  your  staff  for  their  outstanding  investigative  efforts.  It  is 
time  to  meet  the  problems  revealed  by  this  investigation  head-on. 

As  you  know,  the  student  loan  program  will  make  nearly  $18  bil- 
lion in  loans  during  this  fiscal  year,  and  it  is  estimated  that  about 
13  percent  of  those  loans  or  $2,3  billion  will  default.  That  money 
will  be  lost  not  solely  through  the  fault  of  students*  but  because  of 
the  sharp  practices  of  some  school  operators,  accrediting  agencies 
and  lenders. 

Now,  we  know  the  money  being  lost  in  the  student  loan  program 
is  the  taxpayers',  and  yet  we  will  hear  calls  from  some  in  Congress 
asking  the  taxpayers  for  more  money. 

Mr.  Chairman,  it  seems  to  me  that  this  is  more  than  merely  a 
problem  of  calling  for  more  regulators  and  more  regulations.  I  am 
concerned  that,  once  again,  by  making  loan  guarantees,  we  have 
opened  the  door  to  the  unscrupulous,  sharp-shooters  who  see  a  way 
into  the  U.S.  Treasury. 

I  think  we  have  to  recognize  that  there  is  a  very  significant  dif- 
ference between  those  students  entering  established  2-year  or  4- 
year  schools,  in  contrast  to  so-called  trade  schools.  Both  serve  a 
very  legitimate  purpose  and  need.  We  must  insure  that  our  needy 
who  cannot  go  on  to  regular  college  have  the  opportunity  to  be  edu- 
cated for  some  worthwhile  trade.  But  unfortunately,  once  again, 
loan  guarantees  seem  to  have  provided  an  opportunity  for  a  fast 
buck  to  be  made  by  the  sharp-shooters. 

As  we  look  through  the  triad,  or  means  of  accrediting  these 
schools,  it  seems  to  me  that  there  is  a  very  significant  difference 
between  established  junior  colleges  and  schools.  The  accreditation 
in  those  instances  may  work  reasonably  well,  but  they  are  not  ade- 
quate or  do  not  appear  to  be  adequate  in  the  case  of  proprietorship, 
where  the  goal  too  often  seems  to  be  making  funds  for  the  owner, 
rather  than  the  education  of  the  needy. 

So,  I  think  Congress  has  a  very  real  responsibility  to  look  at  the 
basic  approach  of  the  student  loan  program  and  develop  some  kind 
of  a  system  that  will  insure  that  the  young  are  not  merely  being 
taken,  from  the  standpoint  of  a  loan,  but  are  receiving  a  worth- 
while education.  So,  I  congratulate  you  on  your  hearings. 

Senator  Nu*m.  Thank  you  very  rauoh,  Senator  Both. 
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Senator  Cohen? 

OPENING  STATEMENT  OF  SENATOR  COHEN 

Senator  Cohkn.  Mr.  Chairman,  let  me  first  commend  you. 

Yesterday,  as  Chairman  of  the  Armed  Services  Committee,  you 
directed  our  attention  to  the  Middle  East,  and  today  you  have  shift- 
ed that  attention  back  to  the  heart  of  America.  I  think  it  is  desper- 
ately important  that  we  continue  to  focus  on  problems  here  at 
home,  as  well  as  abroad. 

I  have  a  statement  that  I  would  like  included  m  the  record.  I  will 
simply  say  that  we  have  at  least  17  proprietary  schools  in  Maine. 
Most  of  them  are  well  known  and  they  are  well  run  and  the  stu- 
dents who  attend  them  are  well  prepared  for  careers  in  their  fu- 
tures. 

In  quickly  looking  over  the  testimony,  it  is  also  very  clear  that 
this  is  not  the  case  nationwide.  We  have  some  schools  who  are  in- 
venting students  so  that  they  can  bilk  the  Federal  Government. 
There  are  others  who  are  near  collapse  and  they  leave  the  students 
without  degrees,  as  you  have  indicated,  Mr.  Chairman,  but  with 
substantial  debts  as  they  close  their  doors.  There  are  others  who 
offer  worthless  courses  and  charge  pretty  hefty  tuition,  leaving 
their  students  poorer,  perhaps  wiser,  but  certainly  no  closer  to  a 
decent  job. 

I  would  point  out  that  it  is  not  enough  that  these  institutions  are 
defrauding  the  Federal  Government.  That  is  serious  enough,  but 
they  send  individuals  like  Tommy  Wayne  Downs,  who  is  going  to 
be  one  of  the  witnesses  this  morning,  to  prey  upon  the  poorest,  the 
most  desperate  in  our  society.  They  sell  dreams,  dreams  of  a  better 
way  of  life,  a  home,  a  career,  dreams  of  a  life  of  self-sufficiency  and 
productive  work,  and  hope  for  the  one  thing  that  is  integral  to  the 
American  dream  and  that  is  education. 

By  preying  on  the  young,  the  person  who  is  struggling  without  a 
trade  or  skills,  the  person  who  is  desperate  for  a  way  out,  these  in- 
stitutions are  not  only  defrauding  the  Federal  Government,  they 
are  defrauding  the  very  people  who  are  least  able  to  see  through 
the  glib  promises  and  the  easy  smiles. 

So,  Mr.  Chairman,  I  commend  you  for  holding  these  hearings 
and  I  look  forward  to  the  testimony  this  morning. 

[The  statement  of  Senator  Cohen  follows:] 

Prxpaxxd  Statkmknt  or  Senator  Cohkn 

Mr.  Chairman,  I  am  pleased  that  you  have  called  theae  hearing*  on  the  accredita- 
tion and  subsequent  eligibility  of  schools  to  take  part  in  the  federally  funded  stu- 
dent aid  programs.  1  beEeve  the  abuses  of  these  programs  simply  must  was©  and  I 
am  eager  to  hear  the  testimony  of  those  who  will  give  us  some  understanding  of 
how  to  curb  the  flagrant  misuse  of  these  fsderal  dollars.  n 

According  to  the  Career  Training  Institute,  there  are  currently  more  than  2  mil- 
lion students  enrolled  in  our  nation's  proprietary  schools.  The  Institute  estimates 
that  this  enrollment  figure  has  dropped  11*  from  last  year,  a  decline  it  links  to 
changes  in  the  eligibility  for  student  teams.  Last  year,  15  percent  of  our  nations  pro- 
prietary schools  closed,  a  figure  may  be  linked  to  eligibility  for  federally  funded 
loans.  Clearly  the  relationship  between  proprietary  schools,  student  enrollments, 
and  the  fsderal  loan  programs  is  an  important  one  and,  as  these  figures  suggest, 
well  worth  a  serious  review.  ,    ,  , 

In  my  own  home  state  of  Msdne.  there  are  some  17  proprietary  schools  serving  the 
students  of  the  state.  Many  of  these  schools  are  well  known  institutions  and  the  stu- 
dents are  well  served  by  them.  Armed  with  the  training  offered  by  these  institu- 


te 

ERIC 


tions,  thaw  Maine  student*  enter  the  workforce  well  prepared  to  become  useful  end 
accomplished  in  their  trades. 

But  in  reviewing  the  testimony  provided  for  this  hearing,  it  is  clear  that  some 
proprietary  schools  outside  Maine  are  not  providing  such  a  service.  Some  are  invent- 
ing students  so  that  they  can  bilk  the  federal  government.  Others,  near  collapse, 
leave  the  students  without  degrees—but  with  substantial  debts— as  they  close  their 
doors.  Still  others  offer  worthless  courses  and  charge  hefty  tuitions,  leaving  their 
students  poorer  and  wiser,  perhaps— but  no  closer  to  a  decent  Job. 

It  is  not  enough  that  these  institutions  defraud  the  federal  government,  they  send 
individuals  like  Tommy  Wayne  Downs  to  the  poorest  and  most  desperate  to  sell 
them  "dreams".  Dreams  of  a  better  way  of  life,  a  home,  a  career.  Dreams  of  a  life  of 
self-sufficiency  and  productive  work.  And  the  hope  of  the  one  thing  that  is  integral 
to  the  American  Dream:  an  education.  By  preying  on  the  young,  the  person  strug. 
giing-writhout  a  trade  or  skills,  the  person  desperate  for  a  t*way  out",  these  institu- 
tions defraud  not  only  the  federal  government:  they  defraud  young  people  who  are 
least  able  to  see  through  the  glib  promises  and  easy  smiles. 

For  those  young  Americans,  I  offer  a  special  thanks  to  you,  Mr.  Chairman.  It  is, 
in  large  part,  for  their  sakes  that  we  hold  these  hearings  today. 

Senator  Nunn.  Thank  you,  Senator  Cohen. 

I  agree  with  your  statement  completely.  The  tragedy  here  is 
there  has  never  been  a  point  in  our  history  that  I  can  recall,  at 
least  in  reading  the  history  of  this  country,  where  we  needed  to 
emphasize  skilled  training  more.  There  has  probably  never  been  a 
time  in  the  history  of  the  United  States  where  we  need  to  devote 
much  more  attention  to  providing  skilled  training  and  the  opportu- 
nity for  skilled  training  to  so  much  of  our  society. 

So,  that  makes  this  a  double  fraud— really  it  is  a  triple  fraud.  I 
would  say  a  fraud  against  the  taxpayers,  a  fraud  against  the  stu- 
dents, and  a  fraud  against  the  American  economy  and  our  ability 
to  compete  in  the  world.  So  I  would  definitely  agree  with  you. 

Senator  Nunn.  Our  first  witnesses  this  morning  are  Kim  Wherry 
and  Hal  Lippman,  investigators  for  our  staff.  We  swear  in  all  the 
witnesses  before  this  Subcommittee,  so,  Kim  and  Hal,  I  will  ask 
you  to  stand  and  take  the  oath. 

Do  you  swear  that  the  testimony  you  will  give  will  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth,  so  help  you,  God? 

Ms.  Wherry.  I  do. 

Mr.  Lippman.  I  do. 

Senator  Nunn.  I  know  you  have  a  rather  lengthy  staff  statement 
and  it  is  all  important,  but  I  understand  that  you  are  going  to  be 
able  to  summarize  some  of  it.  Make  sure  you  hit  most  of  the  points, 
though,  do  not  cut  it  too  briefly.  We  appreciate  your  good  work. 

TESTIMONY  OF  KIM  WHERRY,  COUNSEL,  PERMANENT  SUBCOM- 
MITTEE ON  INVESTIGATIONS, 1  AND  HAROLD  B.  LIPPMAN,  IN- 
VESTIGATOR 

Ms.  Wherry.  Thank  you,  Senator.  Good  morning,  Mr.  Chairman 
and  members  of  the  subcommittee. 

Last  February,  during  the  Subcommittee's  first  set  of  hearings 
on  student  loan  abuse,  we  heard  of  the  tactics  that  some  schools 
were  using  to  victimize  students  and  the  American  taxpayer. 

In  this  hearing,  we  will  uncover  how  many  of  these  unscrupulous 
schools  are  able  to  get  into  the  Title  IV  system  and  stay  in,  thereby 
wreaking  havoc  and  rupturing  the  dreams  of  so  many  underprivi- 
leged Americans. 


•Seep.  145  for  staff  statement. 


8 

In  1990,  almost  $12.5  billion  will  be  loaned  to  4.7  million  borrow- 
er*, $68  billion  of  the  total  amounts  loaned  in  the  program  will  still 
be  outstanding,  and  our  outstanding  defaulted  student  loans  will 
reach  $7.8  billion.  ,  ^       ^  „  ... 

Defaults  in  loan  volume  has  increased  dramatically  since  the  in- 
ception of  the  program  in  1965,  with  great  acceleration  occurring 
from  1986  to  the  present.  Mr.  Chairman,  we  can  look  to  the  chart 
that  is  currently  displayed  and  see  how  that  volume  has  increased. 

Senator  Nunn.  Could  I  get  somebody  to  tilt  that  chart  a  little  bit 
more  this  way?  That  is  good.  That  is  fine  right  there.  ..... 

Ms.  Wherry.  We  can  see  that  in  1985,  $1  billion  was  m  default, 
and  now  for  1990,  the  Department  of  Education  estimates  that  $<: 
billion  will  be  in  default.  [See  Exhibit  No.  1.] 

Senator  Nunn.  That  is  per  year? 

Ms.  Wherry.  That  is  per  vear.  .  . 

One  of  the  changes  in  1986  that  contributed  to  this  surge  in  loan 
volume  in  defaults  is  the  addition  of  trade  or  proprietary  school 
students  as  supplemental  loans  for  students  or  SLS  recipients. 

The  General  Accounting  Office  reported  that  then-  review  of  1987 
data  showed  that,  although  proprietary  school  studente  accounted 
for  only  22  percent  of  the  outstanding  loans  in  the  Title  IV  pro- 
gram, they  produce  44  percent  of  all  defaults.  . 

Default  data  indicate  that  students  who  attend  proprietary 
schools  tend  to  default  at  a  higher  rate  than  those  attending  other 
institutions  of  postsecondary  education,  including  the  most  compa- 
rable 2-year  public  institutions,  the  community  colleges.  Proprie- 
tary school  students  are  largely  from  low-income  backgrounds, 
attend  the  schools  for  short  periods  and  have  relatively  low  loan 
balances,  factors  which  are  related  to  high  default  rates. 

The  U.S.  Department  of  Education  reports  that,  according  to  its 
national  data  on  1986  borrowers  entering  repayment,  proprietary 
school  students  default  at  a  rate  that  is  twice  as  high  as  that  for  L- 
year  institutions  and  four  times  as  high  as  that  for  4-year  schools, 
as  illustrated  by  this  chart.  [See  Exhibit  No.  2.1  It  shows  that  for 
1987,  the  proprietary  school  default  rate  was  33  percent,  whereas 
the  default  rate  for  4-year  colleges  was  only  7  percent,  and  the  de- 
fault rate  for  public  2-year  colleges  was  18  percent. 

The  ultimate  question  is  whether  proprietary  schools  have  high 
default  rates  because  their  enrollees  have  these  characteristics,  or 
because  of  factors  relating  to  the  schools  themselves.  It  is  the  Sub- 
committee staffs  conclusion  that  the  latter  is  true. 

We  found  that  serious  shortcomings  in  the  current  oversight 
system,  specifically  the  licensing,  accrediting  and  certification  proc- 
esses, have  encouragi  d  unscrupulous  school  owners  to  take  advan- 
tage of  the  availability  of  Title  IV  funds,  because  they  know  that 
the  system  is  not  set  up  to  detect  or  catch  fraud  and  abuse. 

One  school  owner  commented  about  the  ease  in  getting  rich  m 
the  proprietary  school  business,  saying  that  the  1980  s  were  com- 
monly known  as  an  "opportune  time  to  be  crooked. 

Proprietary  schools  become  participants  in  the  Title  IV  program 
by  following  the  same  procedures  as  2-  and  4-year  colleges  and  uni- 
versities. Before  an  institution  can  participate  in  the  student  finan- 
cial aid  programs,  it  must  go  through  a  three-tier  process  common- 
ly referred  to  as  the  triad: 
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Pint,  the  institution  must  obtain  a  State  license  to  provide  poet- 
secondary  education;  second,  the  institution  must  be  accredited  by 
ttnJa^e4iti.^f  ^ncy  recognized  by  the  Secretary  of  Education; 
and,  third,  it  must  be  certified  by  the  U.S.  Department  of  Educa- 
tion as  to  its  financial  responsibility  and  administrative  capability 
to  participate  in  these  programs. 

The  manner  in  which  the  Department  of  Education  considers 
these  three  components  in  granting  participation  in  Title  IV  pro- 
f™?* ?*  re/erred.  *p  »  t116  accrediting  agency  recognition  process, 
the  institution  eligibility  process,  andthe  certification  process. 

During  our  investigation,  we  found  many  examples  of  bad  propri- 
etafy  schools  that  got  into  the  system  and,  despite  their  problems, 
8^«£llly  met  the  requirements  for  licensing,  accreditation  and 
eligibility,  and  certification. 

One  of  the  many  examples  is  the  Chicago  branch  campus  of  a 
fnpenix  based  school  which  enrolled  1,500  students,  and  yet  only 
100  of  those  students  graduated.  Of  the  100  graduates,  only  10  were 
able  to  get  jobs  in  the  field  for  which  they  trained.  The  Phoenix 
main  scnool  was  licensed  and  accredited  in  1981. 
.between  1988  and  1986,  annual  tuition  grew  from  $2  million  to 
$26  million,  and  the  school  opened  20  branch  campuses.  At  the 
tune  it .closed  in  1987,  the  school's  students  owed  about  $60  million 
in  student  loans.  Although  some  students  may  have  benefited, 
many  more  paid  the  price  for  the  rapid  expansion  of  this  school's 
operations. 

The  school  closed  completely  in  1987,  owing  an  estimated  $10 
million  m  refund*  end  leaving  thousands  of  students  with  incom- 
plete education.  The  school  admitted  to  owing  an  additional  $5  mil- 
lion in  unpaid  refunds  U  the  students  who  had  previously  with- 
drawn Ipm  the  classes.  The  greatest  harm,  however,  is  not  finan- 
cial, it  is  the  demoralization  in  students'  spirits  and  lack  of  hope 
tor  the  future. 

Senators,  tomorrow  the  staff  will  devote  roost  of  the  day  to  de- 
toUinat  a  case  study  of  another  bad  trade  school,  the  Culinary 
School  of  Washington  Wo  will  hear  more  about  that  tomorrow. 

With  the  triad  system  us  place,  we  ask  how  it  is  that  the  unscru- 
pulous schools  are  able  to  exist  and  thrive  within  a  system  until 
the  damage  they  c?use  ie  so  often  irreparable.  We  found  that  these 
schools  take  advantage  of  the  system  that  allows  them  to  easily 
^ip  through  the  cracks. 

Originally  designed  to  operate  in  the  traditional  college  and  uni- 
versity environment,  the  present  triad  system  governed  by  State  li- 

f&^^f^Jmes!^  the  U  S-  Bailment  of  Education's 
Office  of  Eligibility  and  Certification,  has  proven  largely  ineffective 
m  the  area  of  proprietary  schools. 

The  staff  was  told  that  the  current  sytiem  was  originally  con- 
structed to  regulate  only  publicly  and  privately  owned  traditional 
£  and  4-year  colleges  and  universities.  As  described  to  the  staff  at 
the  outset  ot  the  Title  IV  program,  the  only  participants  in  the  self- 
regulatory  system  were  educators.  The  business  element  of  schcols 
tor  profit  was  not  a  factor,  nor  was  it  contemplated.  The  system 
was  based  on  the  respect,  honesty  and  integrity  of  the  educators, 
with  the  primary  motivation  in  education  being  the  students'  best 
interests. 
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Those  same  presumptions  are  not  always  applicable  to  the  cur- 
rent  proprietary  school  industry.  Many  proprietary  ^^JJ 
their  nature,  focus  on  making  money,  not  on  providing  quality jedu- 
cation.  As  the  staff  report  during  the  subcommittee's  prmous 
hearing  on  abuses  in  student  aid  programs,  education  has  become 

hi*te  the  Resident  of  CareerCom  School  in  Middletown,  Pennsylva- 
nia, stated  in  the  1990  edition  of  "Education  Is  Big  Busmen,  j»rt 
of  tiielndependent  Journal  of  Private  Career  Educatoon,  *Thereis 
no  way  to  escape  being  a  slave  to  the  quarterly  report.  Qualityedu- 
cation  and  higher  earnings  are  two  masters.  You  cannot  serve 

Mr.  Chairman,  I  would  like  to  introduce  for  the  record  a  copy  of 
"Education  is  Big  Business,"  part  of  the  Independent  Journal  ot 
Private  Career  Education.  [See  Exhibit  No.  3.J 

Senator  Nunn.  Without  objection,  it  is  so  ordered. 

Ms.  Whkrky.  Some  unscrupulous  schools  may  view  it  as  a  waste 
of  money  to  devote  resources  to  teacher  salaries,  books  or  materi- 
als, because  this  cuts  into  the  profit  of  the  school.  One  Illinois  De- 
partment of  Education  official  even  suggested  to  us  that  schools  are 
sometimes  motivated  to  get  away  with  the  minimum  and  encour- 
age students  to  drop  out  of  the  programs,  especially  if  the  student 
has  completed  50  percent  or  more  of  the  class.  At  that  point,  a 
school  is  not  required  to  refund  any  money  to  the  student  who 

drSchools  are  marketed,  bought  and  sold  in  a  system  very  similar 
to  the  multiple  listing  service  used  in  the  real  estate  business  Ad- 
ditionally, school  owners  often  earn  excessive  salaries,  salaries 
which  are  derived  primarily  from  a  school  a  Title  IV  funaf- 

The  "Education  Is  Big  Business"  article  also  reported  that  the 
President  of  CareerCom,  of  Middletown,  Pennsylvania,  earned 
$687,000  a  year  in  salary  and  bonuses,  compensation  he  defends  as 
necessary  for  a  vocational  school  to  be  competitive.  Otherwise,  he 
said,  "an  executive  would  leave  to  open  his  own  school  and  quickly 
net  a  million  dollars  a  year."  io«a»« 

School  owners  readily  admit  that  they  considered  the  1980  s  big 
bucks  time,  since,  in  actuality,  there  is  no  P^rt^,to™rJ°»"v 
school  owner  who  wanted  to  participate  m  the  Title  program. 

Again,  in  this  July  1990  "Education  Is  Big  Busmess  '  article,  the 
CareerCom  President  stated  that,  "During  the  1980  s,  there  was  no 
barrier  to  entry,  it  was  a  time  when  anybody  in  that  situation 
would  have  done  what  was  done,  it  was  an  opportune  time  to  pe 
crooked  "  At  every  level,  we  found  that  the  triad  system  is  ill- 
equipped  to  deal  with  this  type  of  profit-driven  mentality. 

Ourreview  of  the  system  revealed  that,  unfortunately,  the  effec- 
tiveness of  the  triad  process  breaks  down  where  it  begins,  with 
State  licensing.  State  licensing  is  not  uniform.  Most  States  naye 
very  weak  or  minimal  standards  for  licensing  proprietary  schools, 
and  State  licensing  efforts  are  generally  poorly  funded. 

State  oversight  and  licensing  responsibility  for  proprietary 
schools  is  fragmented.  Not  only  do  we  have  50  separate  State  gov- 
ernments with  unique  laws,  but  each  State  may  have  as  many  as 
50  separate  licensing  bodies  regulating  the  trade  and  proprietary 
schools  in  their  jurisdiction. 
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In  Georgia,  as  many  as  45  separate  State  agencies  have  oversight 
over  proprietary  schools,  and  all  these  agencies  have  proprietary 
schools  with  high  default  rates. 

In  Florida,  the  Department  of  Professional  Regulation  has  re- 
sponsibility for  cosmetology  and  barber  schools.  The  Department  of 
Transportation  has  responsibility  for  review  of  truck  driving 
schools,'  the  Department  of  Insurance  for  schools  teaching  insur- 
ance and  the  State  Board  of  Independent  Postsecondary,  Vo- 
cational, Technical  Trade  and  Business  Schools  has  jurisdiction  for 
schools  that  do  not  fall  under  any  other  agency  specialty. 

Our  investigation  revealed  that  accreditation,  like  licensing,  is 
xll-quipped  to  prevent  fraud  and  abuse  in  the  student  loan  program 
in  the  trade  school  area.  Problem  schools  obtain  accreditation  with 
apparently  little,  if  any,  difficulty. 

How  is  that  these  problem  schools  are  able  to  get  by  the  most 
relied  upon  gatekeeper,  the  accrediting  agency?  Several  main  ave- 
nues have  emerged.  Accreditation  can  be  bought  We  were  told 
that  owners  know  that  they  can  get  an  unaccredited  school  accred- 
ited simply  by  buying  an  already  accredited  school  and  developing 
some  connection,  however  tenuous,  between  the  two.  Accreditation 
is  transferrable  in  the  sale  of  these  proprietary  schools.  It  is  gener- 
ally a  rubber  stamp  of  approval  from  one  owner  to  the  next. 

For  instance,  the  owner  of  the  now  defunct  Connecticut  Academy 
in  Georgia  admitted  to  the  staff  that  he  bought  his  school's  accredi- 
tation by  buying  a  school  that  was  already  accredited.  When  the 
Georgia  Department  of  Education  official  visited  the  Georgia  school 
for  license  review,  she  found  the  school  so  substandard  that  the  li- 
cense was  cancelled.  She  found,  for  example,  that  the  school  did 
not  have  proper  medical  equipment  to  teach  the  courses  that  had 
already  been  accredited. 

Branching  is  also  a  problem.  Branch  campuses  have  emerged  as 
a  significant  problem,  because  they  open  and  automatically  become 
accredited  as  part  of  the  school's  main  campus,  thus  avoiding  a  site 
visit  by  the  accrediting  agency.  Branch  campuses  are  also  an  excep- 
tion to  the  2-year  rule,  which  requires  a  proprietary  school  to  be  in 
existence  for  2  years  before  it  may  be  determined  as  an  eligible  in- 
stitution to  participate  in  Title  IV  funding.  Congress  enacted  this  2- 
year  rule  to  protect  proprietary  school  students  from  fly-by-night 
institutions. 

Branching  is  done  by  both  unethical  schools  whose  purpose  is  to 
profit  at  the  expense  of  students  and  taxpayers,  as  well  as  by 
schools  that  inadvertently  over-extend  themselves  and  are  forced  to 
close  before  completing  the  program  of  education.  Students  are 
harmed  by  both  of  these  types  of  schools,  because  they  are  held  re- 
sponsible for  repaying  loans  for  education  not  provided. 

Our  investigation  revealed  numerous  examples  where  branching 
had  been  used  by  schools  to  authorize  participation  in  the  student 
loan  .program,  thereby  sidestepping  the  review  process.  For  exam- 

Sle,  in  California,  the  owner  of  the  formerly  unaccredited  Raylin 
chool  chain,  bought  a  small  accredited  drafting  school  in  Atlanta. 
The  accrediting  agency  allowed  the  small  Atlanta  school,  with  only 
40  students,  to  become  the  parent  campus  for  the  other  California 
schools,  which  taught  several  hundred  students,  and  now  all  of  the 
campuses  are  eligible  to  obtain  Title  IV  funds. 
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Another  example,  the  Georgia  School  of  ^n<Kng^{J  * 
accredited  school,  purchase*  the  Nanny  Institute  of  Beverly  Hills, 
an  unaccredited  school  in  California.  Immediately,  upon  purchase 
the  California  school  became  accredited  and,  therefore,  eligible  for 
Title  IV  funds,  despite  the  fact  that  the  two  schools  were  totally 
unrelated  in  purpose.  Soon  after  purchase,  the  schools  owners 
opened  Nanny  Institutes  in  Georgia  and  Florida,  each  campus  also 
aulomaticrilyaccredited  and  also  eligible  for Title  IVfunds. 

Obtaining:  the  greatest  amount  of  Title  IV  funds  became  a  goal  of 
the  school-During  the  interview  with  the  staff,  a  former  recruiter 
for  the  school  stated  that  he  was  instructed  to  sign  up  students  for 
student  financial  aid,  even  if  they  had  the  ability  to  pay  without 
the  assistance.  After  working  at  the  school  for  a  short  time,  the  re- 
cruiter quit.  He  said  that  he  was  disillusioned  and  tired  of  lying  to 
poor,  disadvantaged,  vulnerable  people. 

finally,  St.  Mary's  of  the  Plains  in  Dodge  City,  Kansas,  is  an  ac- 
credited church  affiliated  school  and,  according  to  Kansas  law,  is 
exempt  from  all  forms  of  State  oversight,  including  licensing,  re- 
cently, St.  Mary's  agreed  to  manage  a  truck  driver  correspondence 
school  in  Texas.  Because  of  the  licensing  exemption  of  St.  Mary  s, 
any  future  truck  driver  school  branch  in  Kansas  would  also  be 
exempt  from  State  license.  The  Texas  truck  driving  branch  was 
automatically  granted  accreditation  and,  therefore,  eligibility  tor 
Title  IV  funds.  Reportedly,  99  percent  of  the  Texas  truck  driving 
students  are  now  on  Federal  financial  aid,  despite  the  fact  that  the 
school  has  never  been  independently  reviewed  for  licensing  or  ac- 
creditation. .  ...  . 

Another  problem  is  that  site  examinations  are  failing  to  catch 
bad  schools.  Our  review  disclosed  that  schools  often  become  pre-ac- 
credited  and,  thus,  eligible  for  participation  in  the  student  loan 
program,  without  undergoing  a  site  visit. 

Branch  campuses  are  accredited  as  part  of  mam  campuses,  either 
without  being  visited  at  all  or  by  being  visited  long  after  the  dead- 
line has  passed.  Moreover,  site  examination  teams  can  be  and  nave 
been  misled  to  a  location  other  than  the  one  they  are  meant  to 
visit 

For  instance.  South  Florida  Vo-Tech,  formerly  known  as  the  Vo- 
cational Training  Center  in  Miami,  Florida,  was  accredited  and 
was  supposed  to  offer  nursing  assistant  and  respiratory  therapy 
courses.  In  reality,  the  school  consisted  of  nothing  more  than  a  few 
rooms,  one  with  a  desk  and  another  with  a  hospital  bed.  The  other 
medical  equipment  in  the  school  was  sparse  and/or  did  not  work. 

Strangely,  the  only  way  to  enter  the  classroom  was  through  a  big 
hole  in  the  drywall.  A  single  interior  door  was  the  only  entry  into 
an  adjacent  tape  and  record  store,  which  sold  largely  x-mted  mate- 
rial and  was  run  by  the  school  owner  s  son.  The  school  s  self-study 
document  listed  several  clinical  affiliations,  including  Jackson  Me- 
morial Hospital.  When  ceiled,  the  hospital  officials  had  no  Knowl- 
edge of  any  arrangement  with  the  school.  We  were  told  by  a  Flori- 
da Department  ofBducation  official  that,  evidently,  the  accrediting 
agency  was  taken  to  another  'ocation  when  they  conducted  their 
site  visit. 

Mr.  Chairman,  we  also  found  evidence  that  schools  would  move 
equipment,  in  one  case  a  whole  library,  from  one  location  to  an- 
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other,  in  anticipation  of  a  site  visit  by  State  officials  or  accrediting 
evaluators. 

New  York  State  officials  told  tis  that  when  they  accompanied  an 
accrediting  agency  site  visitation  team  to  an  Adelphi  School  branch 
campus  in  Brooklyn,  they  found  that  a  small  room  which,  on  a 
visit  one  month  earlier,  they  had  found  was  being  used  as  a  storage 
closet,  had  been  turned  into  a  fully  equipped  library.  Because  these 
same  State  officials  had  just  been  to  this  branch,  they  alerted  the 
site  team  personnel  that  the  library  apparently  had  been  brought 
in  purely  for  the  occasion  of  their  visit. 

These  suspicions  were  confirmed,  when  they  ascertained  that 
none  of  the  books  on  the  shelves  were  listed  in  the  card  catalog  file 
and,  moreover,  none  of  the  books  that  were  on  the  shelves  had  any- 
thing to  do  with  the  subjects  being  taught  at  the  school.  They  sub- 
sequently reaffirmed  that  the  library  was  nothing  more  than  a 
stage  prop,  by  going  back  to  the  school  several  months  later, 
whereupon  they  found  that  it  was  gone.  If  the  State  officials  had 
not  been  there  to  alert  the  accrediting  agency  team,  it  is  quite  pos- 
sible that  this  deception  would  have  gone  undetected. 

Student  complaints  are  often  not  considered  in  review  or  renewal 
of  a  school  for  ^accreditation,  and  this  is  another  problem.  Federal 
regulations  require  that  recognized  accrediting  agencies  have  a  pro- 
cedure for  the  timely  review  of  complaints  pertaining  to  institu- 
tional or  program  quality.  Further,  the  regulations  require  that  the 
complaint  procedure  be  fair  and  equitable  to  the  person  making 
the  complaint  and  to  the  institutional  program. 

In  a  May  1989  Inspector  General  memorandum  on  accrediting 
agency  complaint  procedures,  it  was  noted  that  three  proprietary 
school  accrediting  agencies  reviewed  by  the  Inspector  General's 
Office  did  have  written  complaint  policies  and  procedures.  Howev- 
er, they  varied  substantially  in  form  and  application.  Although  the 
complaint  procedures  were  in  effect,  the  agencies  did  not  accept  re- 
sponsibility for  complaints  received  related  to  Title  IV  funding.  Not 
a  single  one  of  the  accrediting  agencies  regarded  itself,  nor  did  it 
want  to  be  regarded  as  a  watchdog  for  the  Title  IV  program.  Re- 
flecting this  attitude,  the  accrediting  agencies  did  not  inform 
schools  or  students  of  the  complaint  procedure.  Few  complaints 
were,  therefore,  received,  and  the  Inspector  General  had  very 
scanty  complaint  files  to  review. 

Another  problem  is  that  dual  accreditation  is  allowed.  We  found 
that  schools  often  seek  accreditation  from  two  or  more  accrediting 
agencies,  to  insure  that  Title  IV  funds  will  continue  to  flow,  even  if 
the  school's  accreditation  is  terminated  by  one  of  the  accrediting 
agencies. 

As  an  example — which  will  be  reviewed  in  greater  detail  in  to- 
morrow's testimony— Culinary  School  of  Washington  was  accredit- 
ed by  both  the  National  Association  of  Trade  and  Technical  Schools 
and  the  Accrediting  Council  for  Continuing  Education  and  Train- 
ing. A  review  of  their  files  indicates  that  when  Culinary  School  ap- 
plied for  accreditation  with  the  Accrediting  Council  for  Continuing 
^cation  and  Training,  it  was  already  under  the  former,  the 
NATTS,  the  National  Association  of  Trade  and  Teclu  ical  Schools' 
investigation  concerning  allegation  of  fraud  and  misconduct. 
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Five  months  after  the  National  Association  of  Trade  and  Techni- 
cal Schools  had  filed  a  complaint  to  revoke  their  accreditation,  Cul- 
inary School  applied  for  and  eventually  successfully  obtained  ac- 
creditation from  the  second  accrediting  agency,  the  Accrediting 
Council  for  Continuing  Education  and  Training. 

Even  when  there  is  an  attempt  to  revoke  accreditation,  due  proc- 
ess constraints  regarding  a  revocation  of  accreditation  can  result  in 
extensive  litigation  ana  substantial  delays  in  cutting  off  Federal 
loans  to  a  bad  school.  Schools  are  seeking  protection  in  the  bank- 
ruptcy courts  and  have  been  successful  in  obtaining  automatic 
stays  and  having  accreditation  classified  as  a  property  right. 

For  instance,  a  student  who  attended  the  Florida  College  of  Ca- 
reers recently  complained  to  the  school's  accrediting  agency  that 
he  was  having  trouble  obtaining  copies  of  his  financial  aid  tran- 
scripts from  the  school.  The  school  had  closed  and  he  was  seeking 
further  schooling  from  a  community  college,  which  required  his 
prior  trarr.eripts  for  him  to  be  eligible  for  additional  financial  as- 
sistance. The  accrediting  agency,  because  of  the  bankruptcy  peti- 
tion and  the  automatic  stay,  was  powerless  to  help  and  explained 
that  they  could  not  take  adverse  action  against  the  school,  because 
the  courts  have  classified  accreditation  as  a  protected  property 
right  under  the  bankruptcy  laws.  Taking  adverse  action  is  the  first 
step  in  revoking  a  school's  accreditation. 

Finally,  there  are  differing  expectations  on  what  the  duties  and 
responsibilities  of  the  accrediting  agencies  are.  The  U.S.  Depart- 
ment of  Education  expects  accrediting  agencies  to  give  assurance 
that  the  schools  in  Title  IV  programs  will  provide  quality  educa- 
tion to  students.  Accrediting  agencies,  however,  object  to  this  polic- 
ing function.  It  creates  an  inherent  conflict  that  cannot  be  effec- 
tively overcome,  because  once  a  school  is  approved  by  an  accredit- 
ing agency,  many  of  these  agencies  assume  another  role  for  the 
school  and  that  is  as  an  advocate. 

The  accrediting  agencies  argue  that  they  are  not  regulatory 
agencies  and  that  they  lack  the  financial  resources  to  perform  the 
policing  function  and  they  reject  the  burden  placed  upon  them  to 
oversee  the  appropriate  administration  of  Title  IV  funds  at  the 
schools.  But  accreditation  is  not  the  only  way  to  check  quality  edu- 

cation.  „,  ,.  .... 

Although  the  Department  of  Education  relies  on  accrediting 
agencies  to  assure  tnat  schools  participating  in  the  Title  IV  pro- 
gram provide  duality  education,  not  all  Federal  agencies  follow 
their  example.  Years  ago,  the  Department  of  Veterans-'  Affairs  dis- 
continued their  reliance  on  accrediting  agencies  to  approve  schools 
that  offer  quality  education  for  veterans. 

The  VA  had  discovered  that,  after  World  War  II,  veterans  were 
wasting  their  GI  bill  funds  and  other  benefits  at  accredited  schools 
that  often  failed  to  provide  adequate  education.  To  correct  this 
problem,  the  VA  implemented  the  State  approving  agencies  pro- 
gram in  the  place  of  accrediting  agencies.  It  is  designed  to  make 
sure  that  veterans'  education  benefits  are  spent  on  schools  which 
offer  education  that  is  not  a  ripoff.  w 

We  spoke  to  several  people  who  compared  the  effectiveness  of  the 
VA's  program  to  the  Department  of  Education's  reliance  upon  ac- 
crediting agencies.  Several  thought  that  accrediting  agencies  have 


26 


ERIC 


15 

no  accountability  to  the  public,  if  they  effectively  control  who  re- 
ceives millions  of  Federal  dollars.  Some  of  these  experts  think  that 
the  public  function  should  never  be  trusted  to  non-public  entities. 
Accountability  is  lessened,  because  there  is  neither  public  election 
to  post,  nor  budget  control  by  the  taxpayer,  nor  the  entities' 
records  disclosable. 

Senator  Nunn.  The  only  problem  with  that  theory  is  everything 
that  the  taxpayers  are  paying  for  in  government  is  not  working, 
either,  right? 

Ms.  Wherry.  Well,  we  hope  that  is  not  true,  Senator. 

Senator  Nunn.  Well,  I  am  saying  that  in  this  investigation,  you 
did  not  find  anybody  in  the  Education  Department  or  others  that 
were  doing  their  job  properly,  either,  did  you? 

Ms.  Wherry.  We  found  that  the  effectiveness  of  what  they  were 
doing  was  minimal,  at  best. 

Senator  Nunn.  So,  turning  to  the  government  to  solve  this,  in- 
stead  of  the  accrediting  agencies,  we  would  have  to  greatly  improve 
government  before  we  could  take  on  that  task,  in  terms  of  this  par- 
ticular program  in  the  Education  Department,  would  we  not? 

Ms.  Wherry.  Yes,  Senator,  I  agree  with  that. 

The  VA  program,  though,  is  not  without  its  problems.  The  pro- 
grams vary  from  State  to  State  and  some  States  administer  weak 
pro&ams.  On  the  whole,  however,  many  experts  feel  that,  although 
*5e  Y  •  8V8tem  »  not  perfect,  it  is  a  much  better  system  than  that 
of  relying  solely  on  State  licensing  and  accreditation  participation, 
as  does  the  Department  of  Education,  in  effect. 

The  U.S.  Department  of  Education  is  directly  involved  in  two 
parts  of  the  triad,  selecting  which  accrediting  agencies  will  be  rec- 
ognized by  the  Secretary  of  Education,  and  by  certifying  that  the 
institution  is  financially  and  administratively  qualified  to  partici- 
pate in  the  Title  IV  programs. 

Our  review  shows  that  both  aspects  of  the  Department's  over- 
sight efforts  fall  significantly  short  of  what  is  needed  to  effectively 
combat  waste,  fraud  and  abuse  in  the  student  loan  programs. 
•  f  8,^.°^  Advisory  Committee  on  Accreditation  and  Institu- 
tional Eligibility  is  a  15-member  group  of  volunteers  who  are  ap- 
pointed by  the  Secretary  of  Education.  Their  sole  purpose  is  to 
review  the  qualifications  of  accrediting  agencies  and  their  applica- 
tions to  be  recognized  by  the  Secretary. 

The  Accrediting  Agency  Evaluation  Branch  is  the  support  staff 
for  the  National  Advisory  Committee.  They  are  the  people  who  ac- 
tually review  the  applications,  gather  details  about  the  accrediting 
agency  s  qualifications  for  recognition,  and  make  recommendations 
for  the  National  Advisory  Committee  to  consider  in  their  evr  *  na- 
tions. 

We  found  that  the  U.S.  Department  of  Education  exercises  very 
minimal,  if  any,  oversight  over  the  accrediting  bodies.  They  are 
considered  completely  independent,  private  bodies,  and  once  they 
are  listed  in  the  Federal  Register  as  recognized  by  the  Secretary, 
Federal  oversight  is  seemingly  non-existent.  Within  the  last  10 
years,  no  accrediting  agency  has  been  removed  from  the  recogni- 
tion list. 

We  also  found  serious  shortcomings  in  the  Department  of  Educa- 
tion's efforts  in  its  second  area  of  direct  responsibility,  eligibility 
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and  certification.  According  to  officials  within  the  Office  of  the  In 
spector  General,  the  department's  eligibility  review  amounts  to 
nothing  more  than  a  cursory  review  of  the  paperwork.  No  verifica- 
tion is  conducted  to  ascertain  if  a  school  actually  had  a  valicl  li- 
cense and  if  the  school  actually  is  accredited.  A  finding  of  eligibil- 
ity merely  depends  upon  the  word  of  a  school. 

During  our  investigation,  we  were  repeatedly  told  that  the  de- 
partment's certification  process  does  not  verify  the  information  in 
applications  submitted  by  the  schools  that  have  been  licensed  and 
accredited,  and  allows  virtually  all  of  the  schools  that  apply  for  cer- 
tification and  eligibility  to  get  into  the  Title  IV  program. 

This  year,  the  Inspector  General's  Office  determined  that  during 
1986  through  1988,  about  roughly  2,000  institutions  were  reviewed 
by  the  Certification  Branch,  with  approximately  97  percent  ulti- 
mately being  certified;  38  percent  of  these  institutions  were  finan- 
cially troubled  and/or  had  administrative  deficiencies. 

During  this  period,  about  150  of  the  institutions  closed  with  ap- 
proximately 50  of  the  institutions  closing  abruptly  before  all  educa- 
tional services  were  provided  to  students.  As  a  result,  millions  o* 
dollars  of  student  financial  aid  funds  were  wasted  and  the  students 
were  burdened  with  debt  for  loans  for  services  they  did  not  receive. 

In  short,  as  it  is  now,  the  department  s  eligibility  and  certifica- 
tion process  amounts  to  nothing  more  than  a  paper  shuffle,  a 
rubber  stamp  of  approval,  regardless  of  the  information  that  is  sub- 
mitted for  review.  „  ,  .  ,  „  , ,  , 
Also,  we  found  other  contributing  factors  which  allow  problem 
schools  to  enter  and  remain  in  the  system.  There  is  little  or  no 
communication  among  accrediting  agencies,  the  U.S.  Department 
of  Education  and  State  licensing  bodies,  and  no  verification  ol  in- 
formation contained  in  applications  to  each  triad  member. 

For  instance,  a  State  education  official  told  us  of  a  school  that 
started  a  new  program  without  prior  State  licensing  approval  and 
then  falsely  stated  to  its  accrediting  agency  and  tc ;  the  U.S.  Depart- 
ment of  Education's  Office  of  Certification  and  Eligibility  that  the 
school  was  licensed  to  offer  the  program.  No  one  from  the  accredit- 
ing agency  or  the  Department  of  Education  took  steps  to  verify  the 
existence  of  the  license  with  State  officials. 

The  accreditation  and  licensing  legs  of  the  triad  we  have  de- 
scribed both  rely  on  self-regulation.  Self-regulation  depends  upon 
the  actual  and  perceived  integrity  of  the  process  and  assumes  that 
schools  will  be  treated  fairly,  in  accordance  with  consistently  ap- 
plied and  uniform  rules  of  regulations. 

Our  review,  however,  has  uncovered  at  least  two  potential  prob- 
lems in  this  regard.  First,  even  though  it  could  be  argued  that  ac- 
crediting agencies  and  State  licensing  agencies  operate  as  quasi- 
agents  of  the  Federal  Government  in  connection  with  their  ntie  IV 
program  involvement,  they  are  for  the  most  part  not  subject  to 
Federal  standards  of  conduct  regarding  conflicts  of  interest. 

Second,  accreditation  bodies  and  State  licensing  agencies  rely  on 
school  owners  in  key  areas  of  their  functional  responsibilities, 
which,  as  one  State  official  put  it,  is  like  putting  the  prisoner  in 
charge  of  running  the  prison. 

In  short,  based  upon  our  investigation,  we  believe  that  the 
system  by  which  proprietary  schools  gain  entry  and  retain  access 
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to  Federal  guaranteed  student  loans  is  seriously  flawed  and  needs 
to  be  fixed.  Unless  we  take  comprehensive  remedial  actions,  we  are 
Ukely  to  continue  to  face  the  twin  problems  of  hundreds  of  millions 
ot  dollars  m  losses  and  thousands  of  students  from  already  disad- 
vantaged backgrounds  being  set  back  further  in  their  quest  to 
becomesuccessful  contributing  members  of  society. 

Mr.  Chairman,  this  concludes  the  summary  of  our  statement. 

Senator  Nunn.  Thank  you  very  much.  We  appreciate  your  good 
work.  Hal,  we  appreciate  your  good  work. 

You  have  gone  through  a  whole  litany  of  problems  here  and  we 
have  got  several  more  hearings  to  do.  We  are  just  really  getting 
started  in  this  area.  We  have  got  whole  areas  that  have  not  yet 
been  covered,  in  terms  of  public  hearings. 

At  this  juncture,  what  do  you  recommend  be  done? 

Ms.  Wherry.  I  have  three  recommendations.  Well,  there  are 

we  are  going  to  out  tosreth- 
fJnfa  lhe,(r3ncIusi0f  ofla]I  of  the  hearings  on  the  student  loan  prob- 
lems, but  I  can  make  three  recommendations  today. 

First  is  that  accreditation  not  be  transferrable  from  one  entity  to 
the  next  when  they  purchase  a  school;  and,  second,  that  there  be  a 

S  .  CiUn^L  requiri^  for  e*»npte>  that  branch  campus 

must  be  located  within  a  a  100-mile  radius  from  the  main  campus. 
Also,  that  the  branch  campuses  have  to  teach  the  same  topics  as 
the  main  campus. 

Senator  Nunn.  Or  be  accredited  in  their  own  right,  you  mean? 

Ms.  Wherry.  Correct,  in  which  they  would  have  to  undergo  a 
site  visit  and  go  through  the  application  process. 

benator  Nunn.  In  other  words,  limit  what  one  branch  can  do,  in 
?frsettln«  without  going  through  the  process? 
hJi^A™™^  Corr1ect  A,nd  third,  that  site  exams  be  performed 
by  independent  people,  and  not  other  school  owners,  which  we  find 
ft#r2 f"?  °f  mterfst-  Now,  there  is  no  regulation  regarding 
thus  conflict  of  interest,  but  in  our  judgment  in  conducting  this  in- 
vestigation, the  school  owners  that  conduct  these  site  examinations 
are  perhaps  more  lem—t  to  allow  schools  into  the  system  that  oth- 
erwise should  not  get     >  the  system. 

*k?Sfi£uf *2M>*Uf2lts  °[  ^ese.school  owners  is  that  to  be  lenient  is 
«  £Xht  u  \}¥  "J1001  improve  with  time  and,  therefore, 
£  ^h^v^h0Uy  5?  allowed  into  the  Title  IV  program  or  at  least 
be  accredited  and  then  be  able  to  get  into  the  Title  IV  program. 
Chan-man**8  my  recommendations  for  this  morning,  Mr. 

J!!ZZ!m*i!£**'  ^  whoJe  apparatus  is  just  not  set  up  to  handle 

U  m        Proprietary  school  area,  is  it? 
..if?*  .Wheb*y- my  opinion,  it  is  not.  It  was  not  intended  to  reg- 
ulate the  proprietary  schools  and  it  is  not  doing  an  effective  job  in 
regulating  them.  J 

Senator  Nunn.  Have  any  industries  taken  steps  to  correct  the 
process  or  complain  about  the  procers  in  their  own  industry?  For 
mstan^  there  are  a  lot  of  these,  people  going  out  and  working  in 
industries.  Are  we  hearing  anything  from  the  business  world  about 
sklllsor  poor  training  going  on  in  the  schools? 

owl  ?£K?RY  TY^Sfna^)^  we.have  heard  about  the  Professional 
iruck  Driving  Institute  of  America  and  their  certification  process 
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They  are  not  happy  with  the  type  of  education  these  truck  drivers 
are  getting  at  the  proprietary  schools  that  are  accredited. 

Senator  Nunn.  Who  is  that  association?  Are  they  part  of  the— - 

Ms  Wherry.  As  far  as  I  know,  they  are  an  independent  entity. 

Senator  Nunn.  I  mean  are  they  an  instructional  educational,  or 
are  they  just  an  association  of  truck  drivers? 

Ms  Wherry.  They  are  an  association  of  truck  drivers. 

Senator  Nunn.  People  who  are  already  out  there  working? 

Ms.  Wherry.  Yes,  that  is  my  understanding,  that  that  is  who 
they  are. 

Senator  Nunn.  And  what  have  they  done.' 

Ms.  Wherry.  They  have  set  up  a  certification  process.  They  go  to 
the  schools.  In  effect,  they  certify  the  schools.  It  does  not  allow  the 
school  to  participate  in  Title  IV  funding,  but  it  gives  a  more  thor- 
ough review  of  the  truck  driving  schools  and  therefore,  students 
that  are  seeking  truck  driving  education  will  know  that  a  good 
truck  driving  school  to  go  to  is  one  that  is  certified  by  the  Profes- 
sional Truck  Driving  Institute  of  America.  a„„„,u 

Senator  Nunn.  Do  they  certify  less  schools  less  than  are  accredit- 
ed to  receive  funds  in  this  area  of  education?  Are  they  certifying 
different  schools?  Have  you  got  an  A  list  and  a  B  list,  or  have  you 

^Ms* Wherry.  I  have  not  looked  at  that  yet,  Senator.  I  would  be 
happy  to  take  a  iook  at  that.  I  have  some  more  information  on  it 
anH  I  will  get  back  to  you  on  it. 

Senator  Nunn.  In  other  words,  do  they  have  a  list  of  schools  they 
think  people  should  not  attend,  that  they  disqualify? 

Ms.  Whejuy.  They  have  a  list-this  is  my  understanding,  they 
have  a  list  of  schools  that  they  have  certified.  I  do  not  know  that 
they  have  a  list  of  schools  that  they  have  not  certified,  but  it  is  my 
understanding  that  they  have  information  of  schools  they  have  cer- 
tified and  there  is  some  type  of  a  list. 

Senator  Nunn.  Senator  Roth? 

Senator  Roth.  Thank  you,  Mr.  Chairman.  , 
First,  let  me  congratulate  you,  Ms.  Wherry  and  Mr.  Lippman,  tor 
a  job  well  done. 

Ms.  Wherry.  Thank  you,  Senator.   

Senator  Roth.  It  seems  to  me,  that  part  of  the  problem  comes 
from  dealing  with  two  different  situations.  One  is  where  student 
loans  were  made  to  more  or  less  established  schools,  colleges, 
junior  colleges,  where  there  is  established  accreditation  at  the 
State  level.  The  other  is  where  loans  were  made  to  high  risk  pro- 
prietary schools.  Is  that  correct? 
Ms.  Wherry.  Yes,  that  is  correct,  Senator. 
Senator  Roth.  Of  course,  I  think  we  all  agree,  that  when  we  cre- 
ated the  Department  of  Education  we  did  not  want  the  Federal 
Government  controlling  curriculums.  That  was,  I  believe,  part  01 
the  reason  this  triad  system  was  set  up. 
Ms.  Wherry.  That  is  correct.  .       ,  ^ 

Senator  Roth.  We  have  expanded  the  program  to  include  so- 
called  trade  schools,  a  very  desirable  goal  which  provides  opportu- 
nity particularly  to  those  more  in  need  than  perhaps  any  other  in 
the  community,  but  the  system  does  not  seem  to  work  there,  is 
that  correct? 
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Ms.  Wherry.  Senator  Roth,  the  system  does  not  work  for  some  of 
the  proprietary  schools. 
Senator  Roth.  Sure. 

Ms.  Wherry.  Certainly,  there  are  very  many  good  proprietary 
schools  and  they  are  serving  a  segment  of  our  society  that  need 
their  help,  but  there  are  some  proprietary  schools  that  absolutely 
take  advantage  of  the  system.  The  Subcommittee  staff  has  separat- 
ed bad  schools  and  extremely  bad  schools  from  all  other  proprie- 
tary schools,  and  we  have  put  together  a  chart  that  reflects  that 
separation. 

This  chart  here  represents  schools  that  we  believe  are  the  worst 
proprietary  schools,  and  taking  data  that  the  General  Accounting 
Office  has  analyzed  for  us  from  the  Department  of  Education,  1988 
cohort  default  rates,  we  have  come  up  with  these  figures.  [See  Ex- 
hibit No.  4.] 

We  have  found  that  of  the  2,969  schools  that  participate  in  tie 
guaranteed  student  loan  program,  that  is  now  called  the  Stafford 
loan  program,  135  of  those  2,969  schools  have  annual  defaults,  or  at 
least  in  1988  had  annual  defaults  of  $1  million  or  more.  That  repre- 
sents 5  percent  of  all  schools,  and  with  

Senator  Roth.  Of  all  proprietary  schools? 

Ms.  Wherry.  Of  all  proprietary  schools  accredited  by  the  seven 
accrediting  agencies  that  we  examined.  Of  those  135  schools, 
almost  without  exception,  they  are  proprietary  schools. 

Senator  Roth.  What  percentage  do  they  represent  of  proprietary 
schools? 

Ms.  Wherry.  I  believe  there  are  about  6,000  proprietary  schools, 
but  not  all  of  those  participate  in  student  loan  funds,  GSL.  Now, 
that  5  percent  of  schools  represents  54  percent  of  all  GSL  defaults 
from  those  seven  accrediting  agencies,  so  you  can  see  how  much 
damage  a  few  bad  schools  does. 

However,  we  do  not  believe  that— these  are  the  extremely  bad 
schools,  but  GAO  has  also  analyzed  the  1988  data  and  we  have 
come  up  with  another  chart.  The  first  chart  was  our  extremely  bad 
schools  illustration.  This  chart  illustrates  how  many  schools  in  the 
program  are  bad,  and  it  is  organized  like  this:  [See  Exhibit  No.  5.] 

The  Secretary's  default  initiative  program  has  targeted  particu- 
lar schools  with  default  rates.  That  is,  if  a  school  has  a  20  percent 
default  rate,  there  are  certain  steps  that  it  must  take  to  reduce 
those  defaults.  If  a  school  has  30  percent,  40  percent,  50  percent,  60 
percent,  up  from  there  percentage  of  defaults,  there  are  certain  ac- 
tions they  must  take. 

This  chart  illustrates  how  many  of  those  schools  by  accrediting 
agency  would  be  subject  to  one  of  the  Secretary's  default  manage- 
ment plans,  not  that  they  are.  There  is  a  heading  that  is  just  a 
little  bit  misleading.  They  are  not  currently  under  a  management 
plan,  but  from  the  documentation  we  received,  they  could  be.  And 
from  this,  you  can  see  that  for  National  Home  Study  Council,  they 
have  almost  a  70  percent,  70  percent  of  their  students  would  qual- 
ify for  a  default  management  plan. 

For  the  Southern  Association  of  Colleges  and  Schools'  Commis- 
sion on  Occupational  Education  Institutions,  it  looks  like  nearly  70 
percent.  You  can  see  the  others. 
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So,  there  are  certainly  extremely  bad,  there  are  a  few  extremely 
bad,  there  are  many,  many  bad  proprietary  schools,  judging  from 
this  information.  ,  .  x,  ,  F 

Senator  Roth.  The  question  I  am  trying  to  raise  is  that  much  of 
the  problem  of  defaults  and,  more  importantly,  of  the  high  binders 
is  in  the  proprietary  schools,  which  is  a  different  situation  from 
your  established  colleges. 

Ms.  Wherry.  That  is  correct. 

Senator  Roth.  So  it  raises  in  my  mind  a  question  of  whether  we 
should  try  to  cover  Proprietary  Schools  with  the  same  umbrella.  As 
I  indicated  earlier,  we  obviously  do  not  want  to  control  the  curricu- 
lum of  colleges,  whether  they  be  junior  or  senior,  in  the  Federal 
Government,  but  the  trade  schools  are  a  little  different  situation. 
Would  you  agree? 

Ms.  Wherry.  Yes,  Senator. 

Senator  Roth.  Should  Congress  itself  take  a  look  at  whether  or 
not  we  need  a  different  umbrella  to  insure  that  these  proprietary 
schools,  many  of  which  serve  a  real  purpose,  are  giving  an  educa- 
tion to  the  most  needy?  ,  „„ 

Ms  Wherry.  Yes,  Senator.  I  think  perhaps  a  different  system 
should  be  set  up  or  perhaps  modified,  targeting  specifically  proprie- 
tary schools.  That  is,  the  triad  system  which  is  set  up  for  two-  and 
four-year  institutions  be  modified  for  proprietary  schools. 

Senator  Roth.  Let  me  ask  one  more  question,  as  time  is  going  on, 
I  know.  In  the  case  of  the  savings  and  loans,  many  people  feel  that 
the  problem  is  that  we  enabled  people  to  gamble  without  risk.  Here 
we  have  a  loan  guarantee  again.  Is  that  part  of  the  problem  here, 
the  State  has  nothing  at  risk?  Obviously,  the  accrediting  agencies 
have  nothing  at  risk,  the  lenders  have  nothing  at  risk.  Is  this  a 
basic  weakness  of  the  program? 

Ms  Wherry.  It  could  be.  Certainly,  the  Federal  Government  has 
the  most  risk  in  this  situation,  but  I  would  not  say  that  States  have 

no  risk.  Now,  they  do  not  have  financial  risk,  but  it  is  

Senator  Roth.  That  is  what  I  meant.  . 
Ms.  Wherry  [continuing].  But  it  is  their  citizens  that  are  being 
harmed  and  they  do  have  an  interest.  And  from  our  review  ot 
many  State  licensing  bodies,  they  care  very  much,  but  they  do  not 
have  a  financial  interest  that  even  nears  the  Federal  Government  s 
financial  interest.  .... 

Mr.  Li ppm an.  Senator  Roth,  may  I  just  add  that  the  accrediting 
agencies  that  we  looked  at,  their  net  income  in  this  same  period  of 
1985  to  1990  doubled.  They  went  from  around—— 
Senator  Roth.  I  am  glad  you  raised  that,  Mr.  Lippman. 
Mr.  Lippman.  It  doubled  from  about  $8.5  million  to  about  $17 
million,  total  net  operating  income. 

Senator  Roth.  So,  in  a  sense,  it  is  in  their  interest,  financial  in- 
terest, to  accredit?  Can  that  be  the  case?  . 

Mr.  Lippman.  I  do  not  know  if  I  would  go  that  far.  I  would  just 
let  the  statistic  speak  for  itself. 

Ms.  Wherry.  Senator,  there  is  

Senator  Roth.  Is  there — excuse  me,  please  go  ahead. 
Ma.  Wherry.  I  was  going  to  say,  there  is  a  split  of  opinion  on 
that.  Some  people  think  that  it  is  inherent  conflict,  because  these 
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accrediting  agencies  do  derive  more  revenue  from  the  schools  they 
accredit  Some  people  think  it  is  not. 

Senator  Roth.  Is  there  competition  between  the  accrediting  agen- 
cies? If  I  cannot  get  you,  Mr.  Lippman,  to  approve,  I  go  to  Ms. 
Wherry? 

Ms.  Wherry.  There  is  some  competition.  There  are  different 
types  of  accrediting  agencies.  There  are  accrediting  agencies  that 
accredit  entire  institution's  bodies,  a  university  as  a  whole.  That  is 
institutional  accreditation.  There  is  programmatic  accreditation, 
which  is  they  would  just  accredit,  for  instance,  a  nursing  school 
program  or  a  law  school  program,  something  like  that  There  is 
also  regional  accreditation  and  national  accreditation. 

So,  among  the  nationals  there  would  be  some  competition. 

Senator  Roth.  Thank  you. 

Ms.  Wherry.  Thank  you,  Senator. 

Senator  Roth  [presiding].  Senator  Cohen? 

Senator  Cohen.  Could  I  ask  whether  there  is  any  constitutional 
impediment  to  holding  either  agencies  or  licensing  boards  finan- 
cially accountable  for  lax  procedures  which  result  in  the  loss  of 
thousands  or  millions  of  dollars  to  the  Federal  Government? 

Ms.  Wherry.  Senator,  as  far  as  I  know,  the  States  are  not  under 
any  duty  or  obligation  to  be  administering  these  funds,  and  if  they 
are  not  under  an  obligation  or  duty,  then  I  do  not  know  that  there 
is  a  way  that  we  can  penalize  them  for  not  coming  up  to  expecta- 
tions that  we  might  have. 

Senator  Cohen.  You  mentioned  that  there  is  no  financial  inter- 
est at  stake,  but  simply  pride.  It  seems  to  me  that  the  greatest  de- 
terrent to  this  kind  of  laxity  is  the  pocketbook  hurting  more  than 
pride  being  hurt. 

Let  me  ask  you  another  question.  On  page  19  of  your  statement, 
you  said  there  were  due  process  implications  in  accreditation  revo- 
cation procedures  and  the  courts  consider  accreditation  an  asset  in 
bankruptcy  proceedings.  Is  there  any  kind  of  comparable  protection 
we  offer  the  students  in  terms  of  forewarning  them  about  schools 
that  might  be  in  serious  financial  straits  before  they  get  caught  up 
m  that? 

Ms.  Wherry.  The  students  are  complaining.  They  should  be  com- 
plaining, because  they  are  the  ones  that  are  caught  in  the  middle. 
You  see,  the  loan  obligation  is  between  the  student  and  the  lending 
institution,  therefore,  if  the  school  folds  up,  the  student  still  must 
pay.  That  contract  still  exists  between  the  student  and  the  lending 
institution  and  it  is  not  a  defense,  if  you  will,  for  the  students  to 
assert  when  these  lending  institutions  try  to  collect  against  them. 
So,  what  we  might  want  to  consider  is  make  the  schools  a  guaran- 
tor or  a  party  to  the  contract  or  the  lending  documents. 

Senator  Cohen.  Let  us  suppose  the  school  now  is  in  bankruptcy. 
What  does  that  do  for  the  student  at  that  point? 

Ms.  Wherry.  Well,  I  would  be  guessing,  but  it  might  give  them 
£  ne  type  of  a  right  against  the  school  like  other  creditors,  I  mean 
they  might  have  some  type  of  recourse  against  the  school. 

Senator  Cohen.  But  it  would  be  your  recommendation  to  give  it 
some  kind  of  priority  status  in  bankruptcy  proceedings,  much  as 
you  would  a  tax  
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Ms.  Wherry.  Actually,  as  far  as  the  bankruptcy  laws  go,  I  think 
that  we  should  be  very  clear  in  these  situations,  that  bankruptcy 
laws  do  not  protect  these  schools.  You  see,  in  many  instances,  these 
schools,  they  are  not  in  financial  difficulty,  but  as  soon  as  they 
hear  that  an  accrediting  agency  is  going  to  take  action  against 
them  and  stop  the  flow  of  Title  TV  money,  they  immediately  file  a 
petition  in  the  bankruptcy  court  which  stays  the  accrediting  agen- 
cies from  taking  action  against  them,  and  during  the  entire  time  ot 
the  bankruptcy  proceeding  or  any  appeal,  which  takes  years,  nue 
IV  funds  continue  to  flow.  ,  . 

Senator  Cohen.  Do  you  recommend,  then,  that  we  change  the 
bankruptcy  law  which  allows  them  to  seek  stay  of  proceedings.' 

Ms.  Wherry.  Senator,  I  recommend  that  we  consider  that.  I  do 
not  know  that  it  is  feasible,  but  I  think  that  it  is  something  that 
should  be  looked  into.  .  ...  ~ 

Mr  Lippman.  Senator  Cohen,  could  I  just  interject  something/ 
One  of  the  witnesses  who  will  testify  later  cites  a  court  case  where 
they  placed  the  value  of  accreditation  at  $150,000. 

Senator  Cohen.  Who  pledged  it,  the  school? 

Mr.  Lippman.  No,  the  court  assessed  the  value  of  accreditation  at 

$150,000.  „    .        ,        •    i      ,  „ 

Ms.  Wherry.  I  believe  what  he  is  referring  to  is  the  bankruptcy 
petition  and  the  damage  that  would  be  done  to  a  school  if  the  court 
were  to  not  grant  bankruptcy  protection,  that  is,  they  would  be 
hurt  to  the  tune  of  $150,000.  . 

Senator  Cohen.  The  problem  we  have  is  a  nice  Catch  ll.  Un  tne 
one  hand,  if  you  have  got  the  State  licensing  board  to  take  a  look 
at  the  school  or  an  institution,  saying  this  is  jeopardizing  the  integ- 
rity of  the  program  and  the  students'  educational  opportunities, 
and  the  State  takes  action  to  shut  it  off,  we  then  have  a  conflicting 
protection  within  the  bankruptcy  court  to  prevent  that  from  occur- 
ring. The  only  ones  who  gets  hurt  ultimately  are  the  Federal  Gov- 
ernment, if  the  thing  goes  belly-up,  and  the  students. 

Ms.  Wherry.  That  is  true.  At  that  point,  it  is  very  difficult  to 
correct  the  damage  that  is  done.  That  is  why  I  think  it  is  impor- 
tant to  tighten  up  this  system  at  the  very,  very  beginning  of  the 
process  and  only  let  better  qualified  schools  into  the  program. 

Senator  Cohen.  Senator  Roth  was  raising  an  important  distinc- 
tion, I  think,  between  the  proprietaries  and  the  public  and  private 
schools.  Is  it  your  judgment  that  accreditation  is  unworkable  m  a 

f° mTwhtobS  do  not  think  it  is  unworkable  totally.  I  think  that 
the  process  needs  to  be  restructured,  because  if  proprietary  schools 
need  to  be  accredited  in  order  to  get  Title  IV  funding,  these  stu- 
dents  need  the  money,  so  to  just  cut  them  out  of  the  student  loan 
program  would  be  I  think  devastating  to  these  students. 

Senator  Cohen.  I  guess  the  question  is  why  is  it  working  well,  it 
it  is  working  well,  in  the  public-private  school  system,  and  not 
working  well  here?  What  is  the  key  ingredient?  Is  it  that  the  stu- 
dent population  is  not  paying  the  loans  back?  Is  it  a  question  of 
State  licensing  boards,  the  accrediting  agencies?  What  is  different 
about  the  proprietary  schools?  .    ,  . 

Ms.  Wherry.  There  are  many  things  that  are  different  about 
proprietary  schools,  Senator.  One  of  the  things  is  this  change  ot 
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ownership.  For  colleges  and  universities,  you  do  not  have  schools 
changing  ownership  every  six  months  or  a  year.  You  do  not  have 
people  involved  in  the  university  system,  educators  that  are  wor- 
ried about  making  $1  million  a  year.  You  do  not  have  these  educa- 
tors worried  that  they  make  a  lot  of  money  and  not  care  about  the 
education  that  the&e  students  are  getting.  It  is  not  profit  motivated. 

Senator  Cohen.  You  indicated  also  that  relying  upon  school 
owners  to  be  members  of  the  accrediting  team  is  like  putting  the 
prisoners  in  charge  of  the  prison.  But  private  and  public  institu- 
tions have  professional  educators  on  the  accreditation  teams, 

Ms.  Wherry.  Well,  they  do  not  have  a  personal  interest.  For  in- 
stance, if  someone  is  from  a  university  an  they  are  looking  at  an- 
other university,  there  is  no  financial  motivation  there  to  cover  up 
or  deceive  in  any  way  the  stability  of  that  institution. 

Senator  Cohen.  So,  it  does  come  back  to  the  proprietary  nature? 

Ms.  Wherry.  Yes,  Senator,  I  believe  that  it  does. 

Mr.  Li ppm an.  Senator,  :t  also  assumes  the  integrity  of  the  people 
in  the  process  and  you  will  find,  as  the  witness  who  will  follow  us 
will  testify  how  easy  it  was  to  deceive  people  by  simply  filling  in 
the  right  blanks,  and  if  somebody  does  not  want  to  tell  the  truth  in 
operating  their  school,  they  can  and  the  system  is  geared  to  accom- 
modate that. 

Senator  Cohen.  Thauk  you  very  much,  Mr.  Chairman. 

Senator  Roth.  Just  one  question,  while  we  are  waiting  for  the 
Chairman  to  return.  There  was  a  time  when  there  seemed  to  be  a 
concern  that  many  students  were  going  through  bankruptcy.  Is 
that  still  a  significant  problem? 

Ms.  Wherry.  I  think  you  are  talking  about  a  different  type  of 
student,  that  is  students  that  go  to  college,  they  go  to  professional 
school,  they  become  doctors,  lawyers,  and  to  keep  from  having  to 
repay  perhaps  $50,000  worth  in  student  loans,  they  immediately 
file  a  bankruptcy  petition  and  that  debt  is  eliminated. 

Senator  Roth.  Right. 

Ms.  Wherry.  That  is  not  the  focus  of  this  hearing. 

Senator  Roth.  No,  I  know  that.  I  am  asking  whether  you  had 
any  information  as  to  whether  there  was  still  a  high  incidence  of 
that  problem. 

Ms.  Wherry.  It  has  not  come  up  as  a  problem  related  to  proprie- 
tary schools. 

Senator  Cohen.  Could  I  ask  you  one  other  question?  When  they 
file  these  Chapter  11  proceedings,  is  there  any  provision  which  no* 
tifies  students  of  the  existence  of  the  Chapter  11,  or  is  it  just  some- 
thing that  is  published  in  the  local  paper? 

Ms.  Wherry.  I  would  assume  that  the  regular  legal  notices 
would  be  all  that  that  student  would  have  to  rely  upon,  other  than, 
I  suppose,  the  notice  on  the  door  of  the  school  when  they  show  up 
for  classes,  that  the  school  is  under  bankruptcy  or  something  like 
that,  perhaps. 

Senator  Cohen.  I  think  there  is  greater  notice  required  for  busi- 
nesses who  are  doing  business  with  that  particular  institution. 
They  get  a  different  kind  of  notice,  do  they  not? 

Ms.  Wherry.  Actually,  I  cannot  comment  on  that,  I  just  do  not 
know. 
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Senator  Nunn  [presiding].  Thank  you  very  much,  for  hearing 
from  you  again.  We  appreciate  your  good  work,  you  and  Hal  both. 
Thank  you. 

Our  next  witness  is  Tommy  Wayne  Downs.  Mr.  Downs  worked 
previously  in  other  proprietary  schools  as  a  commission  sales  repre- 
sentative and  a  financial  aid  administrator.  He  is  currently  incar- 
cerated for  developing  a  scheme  by  which  he  defrauded  the  Gov- 
ernment of  thousands  of  dollars  in  guaranteed  student  loans.  His 
testimony  will  give  us  an  insider's  perspective  on  how  he  and 
others  have  been  able  to  manipulate  and  abuse  the  guaranteed  stu- 
dent loan  program. 

Mr.  Downs,  we  appreciate  your  being  here  today  and  look  for- 
ward to  your  remarks.  ,  , 

We  swear  in  all  the  witness  before  our  Subcommittee,  including 
stafi  and  everyone  else,  so  if  you  will  hold  up  your  right  hand. 

Do  you  swear  the  testimony  you  give  before  this  Subcommittee 
will  the  truth,  the  whole  truth,  and  nothing  but  the  truth  so  help 
you  God. 

TESTIMONY    OF   TOMMY    WAYNE    DOWNS.    FORMER  TRADE 
SCHOOL  OWNER,2  ACCOMPANIED  BY  D.  TONI  BYRD.  ESQ.,  AT- 
TORNEY FOR  MR  DOWNS 
Mr.  Downs.  I  do. 

Senator  Nunn.  Thank  you.  1  believe  you  have  with  you  Ms. 
Byrd,  and  maybe  you  could  introduce  yourself,  Ms.  Byrd.  You  are 
here  as  an  attorney,  is  that  right? 

Ms.  Byrd.  Yes,  I  am,  Senator.  My  name  is  D.  Tom  Byrd  and  1 
represented  Mr.  Downs  in  one  of  the  cases  about  which  he  will  tes- 
tify today. 

Senator  Nunn.  You  are  not  going  to  testify  today,  are  you. 
Ms.  Byrd.  No,  1  am  not. 

Senator  Nunn.  We  certainly  accord  witnesses  the  opportunity  to 
have  their  attorney  present,  and  Mr.  Downs,  if  we  ask  you  any 
question  that  you  are  uncertain  about  and  would  like  to  confer 
with  your  attorney,  we  would  be  delighted  for  you  to  do  that. 

We  appreciate  you  being  here.  We  know  it  is  not  that  easy  to 
talk  about  the  activities  you  are  going  to  be  revealing  to  us  today, 
but  it.  will  help  us.  It  will  help  the  Subcommittee,  and  I  think  it 
will  help  the  Senate  and  the  American  people  understand  some  of 
the  problems  from  an  insider's  perspective.  So  we  are  here  to  hear 
your  story  as  you  choose  to  tell  it. 

Mr.  Downs.  Thank  you,  sir.  My  name  is  Tommy  Wayne  Downs. 
Between  1984  and  1989, 1  was  involved  with  the  proprietary  school 
industry,  first  as  a  recruiter  and  then  as  a  student  financial  aid  ad- 
ministrator, and  finally  as  a  school  owner.  I  worked  for  three 
schools  between  the  years  of  1984  to  1986,  and  was  part  or  total 
owner  of  three  others  between  1986  and  1989.  All  of  the  schools 
with  which  I  was  associated  participated  in  the  Federal  guaranteed 
student  loan  program  and  were  accredited  by  agencies  recognized 
by  the  United  States  Department  of  Education.  I  am  presently 
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serving  a  prison  sentence  for  fraudulent  acts  committed  in  connec- 
tion with  the  Federal  guaranteed  student  loan  program. 

I  am  testifying  today  in  the  hope  that  my  experiences*  both  good 
and  bad,  may  in  some  small  way  help  this  Subcommittee  and  the 
American  people  to  understand  the  problems  that  exist  in  the  Fed- 
eral  student  loan  program. 

My  introduction  to  the  proprietary  school  business  was  in  Nash- 
ville, Tennessee,  which  is  my  home,  as  an  area  recruiter  for  the 
North  American  Training  Academy.  This  is  a  National  Home 
Study  Council-accredited  truck  driving  institute  and  they  train 
truck  drivers  at  home  primarily,  During  the  4  or  5  months  which  I 
was  with  the  school  I  became  the  number  one  salesman  in  the 
Nashville  area.  In  one  3-week  period  I  signed  up  some  180  students 
and  won  a  contest  as  a  result  of  this.  My  commission  for  each  stu- 
dent signed  up  ranged  between  $75  and  $100,  and  this  depended  on 
whether  the  student  became  a  Federal  financial  aid  recipient  and 
completed  the  program  in  which  he  had  been  enrolled. 

In  the  proprietary  school  business  you  basically  sell  one  thing, 
dreams.  So  99  percent  of  the  sales  that  were  made  in  what  I  was 
doing  were  made  in  poor,  black  areas  of  Nashville.  I  focused  my  at- 
tention on  welfare  offices,  unemployment  lines,  and  housing 
projects,  where  I  became  so  familiar  that  some  of  the  residents  re- 
ferred to  me  as  the  "truck  man."  My  approach  to  a  perspective  stu- 
dent was  that  if  he  could  breathe,  scribble  his  name,  had  a  driver's 
license,  and  was  over  18  years  of  age,  he  was  qualified  for  North 
American's  program.  My  tactics  inc  ided  making  down  payments 
for  the  prospect,  the  amount  of  which  would  be  reimbursed  to  me 
back  for  my  commission,  and  even  going  so  far  as  to  accompany 
the  prospect  to  a  pawn  shop  in  order  for  him  to  sell  something  to 
obtain  the  money  for  this  down  payment.  All  of  these  tacti  :s  were 
approved  and  even  encouraged  by  the  schools  owners  and  manage- 
ment. 

Subsequently,  I  was  hired  by  the  owner  of  a  National  Association 
of  Trade  and  Technical  Schools-accredited  school,  International 
Barber  College,  also  in  Nashville.  At  this  school  for  the  first  time  I 
got  heavily  involved  with  student  financial  aid.  In  fact,  even 
though  it  was  a  violation  of  both  NATTS  and  U.S.  Department  of 
Education  policies,  I  did  both  recruiting  and  financial  aid  work  at 
the  same  time.  In  the  course  of  doing  the  financial  aid,  1  learned 
about  one  of  the  Federal  student  loan  program's  loan  guarantors, 
the  Higher  Education  Assistance  Foundation,  or  HEAF.  In  my 
dealings  with  HEAF  I  soon  discovered  that  it  was  what  I  would  call 
a  school  owner  s  dream  and  a  source  of  almost  instant  money.  In 
contrast,  for  example,  to  the  Tennessee  lean  guaranty  agency, 
which  took  from  6  weeks  to  3  months  to  turn  around  a  loan  and 

fet  us  our  proceeds,  it  took  approximately  6  working  days  for 
IEAF  to  turn  a  loan  around.  I  also  found  that  HEAF  was  "loose  as 
a  goose"  administratively  and  in  its  review  processes.  Almost 
anyone  could  get  a  loan  through  HEAF  if  they  could  figure  out 
how  to  fill  in  the  blanks  on  its  computerized  forms  and  deal  with 
its  easy  to  satisfy  "Kelly  Girl"  administrative  personnel. 

After  remaining  with  the  International  Barber  School  for  ap- 
proximately a  year,  I  became  associated  with  another  individual 
who  purchased  the  Rogers  School  of  Hair  Design  in  Nashville.  This 
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was  also  a  NATTS  accredited  school  and  the  previous  owner  was 
going  on  to  the  Tennessee  Barber  Board  and  the  gentleman  with 
whom  I  was  associated  was  coming  off  of  the  board.  The  reason  1 
am  mentioning  this  is  that  the  gentleman  who  went  on  the  board, 
the  previous  owner,  was  the  one  who  did  the  State  site  visit  to  ac- 
credit the  school  for  the  State  after  it  was  purchased  and  the  ex- 
change was  made. 

While  the  appropriate  State  authorities  were  notified  of  this  pur- 
chase, my  partner  and  I  decided  to  ignore  the  NATTS  and  U.S.  De- 
partment of  Education  requirements  regarding  such  notice.  We  did 
so  because  we  did  not  want  to  risk  an  interruption  in  the  flow  of 
Federal  financial  aid  to  the  school.  We  never  did  notify  the  U.S. 
Department  of  Education,  and  sent  NATTS  the  paperwork  some  6 
to  8  months  later,  only  because  we  decided  to  change  the  name  ot 
the  school  from  "Rogers"  to  "Guideliners."  Neither  NATTS  nor  the 
U.S.  Department  of  Education  ever  questioned  the  fact  that  we  had 
failed  to  notify  them  about  the  change  of  ownership.  After  we  noti- 
fied NATTS  of  the  name  change,  NATTS  never  exercised  its  option 
to  do  a  site  visit,  as  provided  for  in  its  procedures.  In  fact,  to  the 
best  of  my  knowledge,  NATTS  never  made  a  site  visit  to  that 
school  in  the  years  that  I  was  associated  with  it. 

My  new  status  as  part  owner  provided  me  with  the  opportunity 
to  test  some  ideas  that  had  been  developing  in  my  mind  since  I  had 
learned  about  student  financial  aide  and  the  seeming  ease  with 
which  loans  could  be  obtained  through  HEAF  and  its  participating 
lenders.  I  decided  to  invent  a  fictitious  student,  complete  with  false 
name,  address,  and  Social  Security  number,  and  to  run  it  through 
the  system  for  a  guaranteed  student  loan. 

My  initial  test  of  the  system  was  successful,  and  from  that  time, 
which  was  approximately  March  of  1986,  through  February  of  1987 
I  submitted  false  GSL  applications  to  HEAF  that  lead  to  some 
$175,000  in  loans  through  its  participating  lender,  the  Norwest 
Bank  of  South  Dakota.  The  scheme  was  accidentally  uncovered 
when  in  my  absence  a  secretary  at  Guideliners  received  a  copy  of  a 
HEAF  computer  printout  listing  the  school's  loan  transactions  for 
a  certain  period  of  time.  The  secretary  noticed  that  there  were 
many  names  on  the  HEAF  list  that  she  did  not  recognize  as  being 
students  at  the  school  and  therefore  called  HEAF  to  ask  them  if 
they  had  sent  the  correct  list.  They  looked  into  it  and  subsequently 
a  Federal  investigation  was  launched  and  I  was  convicted  of  fraud 
in  August  of  1989. 

Another  opportunity  to  acquire  a  school  unexpectedly  came  my 
way  in  November  of  1987,  and  I  purchased  the  Harrisburg  Barber 
School  for  a  price  of  $1,000.  This  school  had  also  been  accreditedby 
NATTS  but  was  deeply  in  debt  at  the  time  of  the  purchase_The 
owner  from  whom  I  bought  it  had  never  even  notified  NATTS  of 
his  purchase  18  months  previously,  so  that  that  ownership  had 
never  been  changed.  I  also  found  that  the  school  was  scheduled  for 
a  re-accreditation  visit  in  December  of  1987,  less  than  a  month 
away.  I  immediately  came  to  Washington  to  discuss  the  state  of  af- 
fairs of  that  school  with  NATTS  officials,  and  these  people  gave  me 
an  extension  so  that  we  could  straighten  the  situation  up  there 
before  a  site  visit  was  done. 
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A  site  visit  was  made  in  November  of  1988.  While  I  worried 
greatly  about  it  prior  to  the  visit,  I  had  to  have  a  little  chuckle 
after  they  left  because  it  was  so  easy.  In  the  first  place,  none  of  the 
members  of  the  NATTS  site  examining  team  had  ever  been  to  a 
barber  school  before  and  they  knew  nothing  about  cutting  hair  and 
the  curriculum  side  of  it.  Secondly,  the  team  members  reviewed 
files  that  the  school  provided  them.  They  asked  for  files  from  stu- 
dents that  were  presently  there,  students  who  had  recently  grad- 
uated, and  students  who  had  graduated  approximately  a  year 
before.  These  files  we  picked  from  our  filing  cabinet  and  gave  them 
so  that  we  knew  what  file  they  were  looking  for.  The  team  was  at 
the  school  for  only  1  day  from  approximately  9  o'clock  to  3  o'clock. 

While  I  respect  NATTS  and  the  good  intentions  of  its  staff  and 
the  visitation  team  members,  I  think  that  the  site  visit  process  is 
definitely  flawed  because  the  very  fact  that  most  of  the  people  on  a 
team  are  also  school  owners.  As  was  discussed  a  few  minutes  ego  in 
connection  with  another  question,  you  can  easily  be  put  into  a  situ- 
ation where  you  could  be  visiting  a  school  today  and  within  a  year 
the  owner  of  that  school  could  De  visiting  yours.  So  that  circum- 
stance makes  it  where  it  is  very  easy  for  you  to  be  lenient  or  to 
look  over  things  that  might  definitely  be  different.  I  should  think 
that  the  accreditation  people  should  make  some  changes  in  that 
definitely. 

At  the  Harrisburg  school,  even  though  I  was  already  under  in- 
vestigation for  committing  the  same  offense  at  Rogers/Guideliners 
School  in  Nashville,  I  began  to  do  again  bo^us  loans,  and  in  just 
2Vz  months,  between  May  and  July  1988,  ran  $270,000  worth  of 
loans  through  the  system.  I  was  caught  when  an  employee  of  a  sec- 
ondary market  purchaser  of  student  loans,  the  Western  Loan  Mar- 
keting Association,  notified  HEAF  of  discrepancies  that  had  been 
found  in  the  loans.  And  subsequent  to  that,  the  Federal  authorities 
were  notified. 

I  must  point  out  that  while  HEAF  did  investigate  the  situation 
and  alert  the  appropriate  authorities,  HEAF  people  also  approved 
the  GSL  applications,  even  after  they  knew  that  I  was  under  inves- 
tigation for  my  activities  at  Rogers/Guideliners. 

In  closing,  I  would  like  to  say  that  I  have  every  reason  to  believe 
that  were  I  released  from  prison  tomorrow,  and  unless  some  drastic 
changes  have  occurred  since  I  have  been  incarcerated  that  I  am 
not  aware  of,  I  could  go  out  and  do  the  very  same  thing  again.  It  is 
simply  too  easy  to  get  loans  approved  with  no  one  checking  on  the 
facts  given  on  the  loan  application.  For  example,  I  believe  even 
now  that  HEAF's  guarantee  institutions  and  Federal  agencies  have 
no  authority  to,  for  example,  verify  Social  Security  numbers.  It  is 
very  easy  to  use  slum  addresses  and  addresses  of  highly  transient 
areas  so  that  people  cannot  be  detected  or  found. 

In  addition,  as  far  as  I  know,  HEAF  does  little  more  than  moni- 
toring the  status  of  a  student  loan  recipient  beyond  sending  out  a 
form  every  few  months  to  the  school  asking  that  the  school  tell 
about  the  student's  current  status.  I  believe  that  I  could  check  the 
right  box  and  move  a  ghost  student  from  program  to  program,  ex- 
tending his  seemingly  legitimate  status  for  years  and  collecting 
loan  after  loan  before  anyone  would  actually  audit  the  file  and  de- 
termine that  the  student  even  existed. 
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Gentlemen,  I  thank  you  for  this  opportunity  to  speak  with  you 
and  I  will  be  happy  to  answer  any  questions  that  I  might  be  able  to 

for  you.  •  .  * 

Senator  Nunn.  Mr.  Downs,  you  said  you  were  under  investiga- 
tion in  one  school  and  you  moved  to  another  one  and  started  doing 
the  same  thing  again.  Didn't  you  worry  about  the  investigation? 
Didn't  you  worry  about  getting  caught? 

Mr.  Downs.  Well,  from  a  criminal  standpoint  of  course  I  worried 
about  getting  caught.  From  a  standpoint  of  what  HEAF  and  other 
people  did,  no.  As  I  said  in  my  statement,  Senator,  they  are  loose 
as  a  goose.  I  ran  a  test  and  it  worked,  so  they  just  let  me  continue. 
I  was  shocked  when  they  let  me  start  writing  even  legitimate  loans 
for  that  school,  but  thev  did. 

Senator  Nunn.  You  mention  in  your  testimony  that  in  the  case 
of  two  schools  you  purchased,  you  notified  the  accrediting  agency, 
NATTS,  in  one  case  many  months  after  the  purchase  because  you 
were  changing  the  name  and  in  the  other  c&ese  you  didn't  notify 
them  at  all.  How  is  it  possible  that  ownership  can  change  and  that 
NATTS  doesn't  care  about  it? 

Mr.  Downs.  Well,  to  say  they  don't  care— they  do  care.  They 
have  regulations  that  say  if  ownership  changes  you  must  do  X,  Y 
or  7.  But  if  you  don't  tell  them  it  has  changed,  they  have  no  way  of 
knowing  that  it  has  changed. 

Senator  Nunn.  There  is  no  procedure  at  all  that  requires  them 
to  be  notified?  They  are  required  to  be  notified,  you  are  just  saying 
you  just  don't  do  it;  is  that  right? 

Mr.  Downs.  That's  correct. 

Senator  Nunn.  But  you  are  violating  the  regulations  when  you 
don't  do  it? 

Mr.  Downs.  That's  correct,  sir.  . 

Senator  Nunn.  Is  there  anything  that  you  know  of  from  the  in- 
sider's point  of  view  that  could  be  done  to  change  that? 

Mr.  Downs.  Well,  to  me  there  are  some  basically  logical  things. 
You  know,  here  again,  if  you  are  going  to  be  guarding  against 
these  type  things,  if  you  just  train  your  staff  to  listen  for  new 
names,  new  people  that  they  are  dealing  with.  If  you  have  talked 
to  the  same  person  over  a  period  of  time  and  then  suddenly  that 
person  is  not  around  anymore,  an  alarm  bell  should  go  off,  or  at 
least  you  would  ask  the  question. 

Senator  Nunn.  You  are  saying  that  the  people  working  in  this 
area  just  aren't  trained  properly  then? 

Mr.  Downs.  I  don't  think  the  people  at  NATTS,  or  any  accredit- 
ing agency,  are  trained  to  be  police  officers,  and  that  s  basically  to 
a  certain  degree  what  you  are  talking  about.  The  same  situation 
with  HEAF. 

Senator  Nunn,  Do  you  have  any  idea  how  many  Wayne  Downs 
there  are  out  there  right  now  milking  these  programs? 

Mr.  Downs.  I  have  no  statistical  knowledge,  no.  As  far  as— 

Senator  Nunn.  Do  you  have  any  guess?  Are  we  talking  about  a 
largo  number?  . 

Mr.  Downs.  I  think  so.  That  is  my  assumption,  yes.  I  don  t  think 
I  am  that  unique.  I  am  not  that  smart. 

Senator  Nunn.  Did  you  talk  to  a  lot  of  people  that  were  doing 
this? 
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Mr,  Downs.  No.  Here  again,  this  is  something  if  you  went  to  a 
school  owners'  meeting  you  certainly  didn't  get  up  in  a  hotel  room 
and  tell  them  what  you  were  doing  and  say,  "Hey,  gee,  let  me  tell 
you  about  this  little  deal." 

Senator  Nunn.  There  is  no  chain  or  network  here  then,  that  you 
know  of? 

Mr.  Downs,  Not  to  my  knowledge,  no,  sir. 
Senator  Nunn.  Yours  was  simply  an  independent  act? 
Mr.  Downs.  Totally  and  completely,  yes,  sir. 
Senator  Nunn.  And  you  don't  know  of  any  kind  of  organized 
effort  anywhere  else? 
Mr.  Downs.  No,  sir. 

Senator  Nunn.  This  is  just  an  opportunity  that  is  so  apparent 
that  a  lot  of  people  naturally  are  going  to  take  advantage  of  it? 
Mr.  Downs.  Yes,  sir. 

Senator  Nunn.  What  about  the  number  of  bad  schools,  do  you 
have  any  way  of  even  estimating  that? 

Mr.  Downs.  Mr.  Chairman,  let  me  answer  your  question  with  a 
question.  It  depends  on  the  definition  of  an  unscrupulous  school. 

Senator  Nunn.  Let's  divide  it  into  two  categories.  One,  let's  say 
committing  real  fraud.  You  really  committed  fraud  on  the  Govern- 
ment. What  about  that  category? 

Mr.  Downs.  That  committed  fraud  like  I  did,  I  would  sav  it  is 
v  ry,  very  minimal,  because  of  any  numtar  of  factors,  the  fear  of 
being  caught,  the  fear  of  going  to  jail,  et  cetera.  That  area  is  mini- 
mal. 

The  area  of  pseudo  fraud,  if  I  can  use  that  term,  is  very  high.  As 
I  pointed  out  yesterday  to  your  staff,  for  a  quick  example,  regula- 
tions say  that  a  person  who  is  in  default  of  one  student  loan  cannot 
get  another  one,  but  the  only  way  you  check  that,  to  my  knowl- 
edge, is  there  is  a  little  box  on  the  application,  and  if  I  am  a  re- 
cruiter and  I  am  asking  that  student,  and  that  student  coming  to 
me  means  money,  I  am  going  to  probably  check  "no."  That  hap- 
pens a  lot. 

Senator  Nunn.  Well,  that  is  still  fraud,  but  that  is  just  not  as 
flagrant  as  what  you  are  engaged  in,  right? 
Mr.  Downs.  Yes,  sir,  it  is. 

Senator  Nunn.  You  think  there  is  an  awful  lot  of  that  going  on? 
Mr.  Downs.  Certainly. 

Senator  Nunn.  You  indicated  in  your  testimony  that  you  didn't 
have  much  to  fear  from  the  U.S.  Department  of  Education,  either 
over  the  fraudulent  scheme  you  developed  or  over  the  overall  oper- 
ation of  the  schools.  What  is  the  reputation  of  the  U.S.  Department 
of  Education  in  this  area  from  people  on  the  inside  who  are  manip- 
ulating. 

Mr.  Downs.  If  you  check  the  right  box,  you  are  sliding  right 
along. 

Senator  Nunn.  It  is  just  a  paperwork  drill  then? 

Mr.  Downs.  Sure.  I  mean,  you  can  call  over  there  and  it  may 
take  you  a  week  to  get  somebody  that  can  give  you  a  definitive 
answer,  and  that  says  who  you  want  to  talk  to  has  gone  to  the 
bathroom,  and  that  is  the  way  it  is. 

Senator  Nunn.  Is  it  because  they  don't  have  qualified  people 
that  are  looking  for  fraud  and  abuse?  Is  it  because  they  don't  have 
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the  right  training?  Is  it  because  they  don't  have  enough  people? 

What  is  the  problem?  .  ,   .  _  T 

Mr.  Downs.  Truthfully  I  can't  say.  I  can't  answer  that  exactly.  1 
feel  that  in  some  areas  it  is  they  are  unqualified.  , 

Senator  Nunn.  How  about  State  licensing  agencies,  what  States 
were  you  operating  in? 

Mr.  Downs.  Tennessee  and  Pennsylvania.  Now,  as  the  earlier 
testimony  indicated,  we  did  not  come  under  the  State  Department 
of  Education.  We  fell  under  Barber  Boards,  or  the  Barber  Board  of 
the  State.  Here  again  it  is  a  joke.  The  Barber  Board  is  interested  in 
how  many  teachers  you  have  got  and  whether  the  bathroom  is 
clean.  That  is  their  basic  area  of  where  they  are  supposed  to  work, 
and  that  is  what  they  do.  ...... 

Senator  Nunn.  They  are  not  looking  at  anything  relating  to  the 
qualification  of  the  teachers  or  the  background?  , 

Mr.  Downs.  Well,  yes— and  here  again  I  am  speaking  strictly 
from  the  barber  industry—most  States  have  certain  requirements 
for  a  barber  teacher,  but  basically  they  are  longevity  in  the  busi- 
ness. One  of  the  things  that  we  did  in  our  schools  was  we  actually 
had  a  program  to  teach  teachers  how  to  teach.  We  found  that  we 
could  hire  people  that  knew  how  to  cut  hair  but  they  didn't  know 
how  to  teach  another  student  how  to  do  it,  so  that  was  it.  But  the 
Barber  Board  itself  had  no  control  basically  over  that  at  all. 

Senator  Nunn.  Well,  in  the  schools  you  were  involved  in,  at  one 
point  you  worked  for  a  school  and  on  two  other  occasions  you  were 
either  owner  or  part  owner.  Go  through  each  one  of  those  and  tell 
us  whether  in  each  case  there  was  any  concern  by  the  owners  and 
the  people  involved  about  the  students  themselves. 

Mr.  Downs.  All  right,  let's  start  with  the  truck  driving  school. 

Senator  Nunn.  This  is  the  one  you  worked  for? 

Mr.  Downs.  Yes,  sir,  this  was  my  introduction  to  the  school  busi- 
ness. All  they  were  interested  in  was  bodies— I  mean,  total,  literal 
bodies— in  the  end  that  I  was  involved  in.  We  were  instructed, 
prodded,  goaded.  I  mean,  literally,  if  you  coulf'  walk  and  breathe, 
you  were  a  potential  truck  driving  student. 

I  was  involved  after  that— and  it  is  not  in  my  testimony  because 
it  really  wasn't  relevant— for  a  short  period  of  time  with  a  secre- 
tarial-type school,  and  the  quality  there  was  the  best  it  could  be 
under  the  financial  circumstances  that  the  man  worked  under. 

Now,  as  far  as  the  barber  schools  that  I  was  later  associated 
with,  I  cannot  question  the  quality  of  the  education  the  student  re- 
ceived. There  again,  that  is  an  enigma  sometimes  in  this  business, 
but  the  students  received  a  good  education.  They  knew  what  to  do 
when  they  left  the  school,  if  they  came  to  school  and  learned. 

Senator  Nunn.  What  about  the  Department  of  Education  site 
visits?  Do  you  have  any  observation  on  that,  when  they  actually 
came  to  the  school? 

Mr.  Downs.  The  only  site  visit  that  I  was  ever  m  any  way  party 
to  was  a  regional  audit  at  the  secretarial  school  I  mentioned.  A 
lady  came  in  and  my  dealing  with  her  was  very  minimal,  so  I 
really  can't  comment.  I  never  had  a  Department  of  Education 
person  in  any  one  of  my  other  schools  that  I  was  associated  with 
until  the  Inspector  General  showed  up. 

Senator  Nunn.  Senator  Roth. 
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Senator  Roth.  As  someone  who  has  been  involved  in  running 
proprietary  schools,  do  you  feel  that  a  basic  problem  with  the 
system  is  that  the  banks  really  have  no  financial  risk  and  that  this 
program  has  been  an  entree  into  the  U.S.  Treasury?  Would  it  make 
any  difference  if  the  proprietary  school  had  some  financial  risk  in 
these  programs  rather  than  being  dependent  on  or  being  able  to 
rely  on  the  Government? 

Mr.  Downs.  Senator,  yes,  it  would  make  a  big  difference,  it 
would  destroy  the  program.  Here  again— and  not  to  teach  you 
about  the  GSL  program—but  what  makes  it  what  it  is  is  the  tact 
that  the  Government  guarantees  it.  The  student  or  the  applicant 
makes  no  credit  application.  In  fact,  if  you  look  at  an  application, 
there  is  no  place  on  it  to  even  ask  if  you  have  ever  borrowed 
money  before.  That  is  not  the  basis  of  qualifying  for  the  program. 

But  when  you  let  a  school  start  underwriting  these  loans—and 
that  is  what  basically,  if  I  understand  your  question  correctly,  you 
are  talking  about— then  the  lending  institution  is  going  to  have  to 
start  looking  at  the  financial  ability  of  that  school  in  case  of  de- 
fault. 

Now,  that  is  going  to  kill  the  program,  because  no  bank  is  going 
to  underwrite  a  school  unless  that  school— if  the  school  is  in  that 
shape,  they  don't  need  the  GSL  program,  they  can  just  front  the 
money  out  for  the  student  and  let  them  go. 

Senator  Roth.  But  shouldn't  they  take  some  responsibility?  The 
problem  now  is  that  the  school,  as  you  say,  has  no  responsibility. 
Neither  does  the  bank. 

I  hate  to  keep  harping  back  to  another  miserable  situation,  the 
S&L,  but  what  Congress  has  set  up  is  an  arrangement  where 
people  can  exploit  a  program,  a  program  that  was  designed  for  a 
worthy  purpose.  The  fact  is,  however,  that  skillful  operators  have 
found  a  means  of  getting  their  foot  into  the  U.S.  Treasury  without 
any  financial  risk  to  themselves.  Isn't  that  the  problem? 

Mr.  Downs.  That  is  a  good  portion  of  the  problem,  yes.  But 
again,  as  I  said  a  minute  ago,  if  you  ask  the  school  or  the  school 
owner  to  have  to  in  some  way  financially  underwrite  the  program, 
then  vou  are  going  to  see  probably  less  than  5  percent  of  the  trade 
schools  that  are  now  in  existence  ;n  America  be  able  to  survive,  be- 
cause the  bank  is  not  going  to  underwrite  them.  It  just  won't  do  it. 

Senator  Roth.  I  am  not  sure  that  the  bank  should  have  the  100 
percent  guarantee  either.  The  problem  is  that  all  the  risk  is  on  the 
U.S.  taxpayer. 

Mr.  Downs.  Yes,  sir. 

Senator  Roth.  I  might  point  out  that  Congress  has  a  responsibil- 
ity here.  Reforms  have  been  offered  and  enacted  in  the  Senate,  but 
have  not  been  enacted  in  the  House.  A  nuyor  part  of  the  problem  is 
that  Congress  has  used  the  device  of  loan  guarantees,  which*  on  the 
surface,  don't  seem  to  increase  the  deficit  In  reality,  these  loan 
guarantees  have  been  a  cheap  way  to  try  to  do  something,  and  it  is 
beginning  to  come  back  to  haunt  us. 

But  let  me  ask  you  this.  Let's  assume  tomorrow  you  are  sitting 
up  here  rather  than  down  there,  which  is  not  necessarily  impossi- 
ble. What  would  you  do  to  make  this  a  workable  program  in  which 
the  poor  and  the  needy  are  getting  a  decent  education  and  the  Gov- 
ernment is  getting  its  money's  worth? 
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Mr.  Downs.  First  of  all,  let  me  say  that  the  chances  of  one  of  you 

gentlemen  being  in  my  position  are  probably  greater  than  mine 
eing  in  yours.  [Laughter.] 
Senator  Roth.  The  exception  is  noted. 

Senator  Nunn.  No  need  to  narrow  that  down  as  to  which  one. 

Mr.  Downs.  On  a  serious  note,  I  think  that  here  again  it  is  like 
any  bureaucratic  system.  Bureaucratic  systems,  as  you  gentlemen 
well  know,  have  a  tendency  to  develop  big  cracks  real  quickly.  As  I 
said  in  answer  to  the  Chairman's  question  about  verification,  let 
the  people  that  are  doing  the  guaranteeing  do  some  more  policing. 
Require  them  to  do  some  more  policing.  Require  them  to  hire  and 
tram  a  staff. 

One  of  the  things  that  got  me  going,  if  you  want  to  say  that,  is  I 
discovered  that  the  girl  who  was  approving  these  loans  was  a  tem- 
porary employee  from  like  a  Kelly  Girl  agency.  She  is  sitting  there 
with  an  application  putting  it  in  the  computer,  and  as  long  as  the 
boxes  are  filled  in  it  gets  approved  and  a  check  kicks  out  the  other 
end.  .  _ 

Now,  the  fact  that  she  had  never  talked  to  me,  and  one  day  sud- 
denly here  I  am  on  the  phone  with  her,  it  set  off  no  alarm  bells 
that  maybe  there  is  new  management  at  that  school.  The  fact  that 
a  school— and  to  me  these  are  basic  things— you  have  a  monthly 
printout  of  your  computer  of  the  volume  that  a  school  is  doing. 
When  a  school  has  been  averaging  say  10  loans  a  month  and  sud- 
denly there  are  175  applications  being  processed,  to  me,  if  I  were 
sitting  on  the  other  side,  an  alarm  bell  would  go  off.  I  would  start 
saying,  "Gee  whiz,  what  have  these  people  done  to  change  things  to 
generate  that  kind  of  business  all  of  a  sudden?" 

That  is  where  it  needs  to  start,  with  those  people.  How  much 
does  it  cost  to  hire  one  person  to  do  nothing  but  sit  at  a  WATS  line 
and  take  an  application  and  say,  "Let's  call  Suzy  Smith  and  see  if 
she  actually  applied  for  this  loan."  Very,  very  little  cost  factor  in- 
volved to  do  that,  for  somebody  to  do  that  all  day. 

Sure,  there  is  going  to  be  a  certain  amount  of  Suzy  Smiths  you 
get  that  are  going  to  say,  "Well,  yes,  I  went  by  there  but  I  have 
changed  my  mind?'  That's  fine,  that  doesn't  matter.  But  when  you 
get  four  or  five  of  those  from  the  same  school  and  nobody  can 
answer  the  phone  and  you  call  them  and  they  say,  "Gee  whiz,  that 
person  doesn't  live  here,  you  must  have  the  wrong  number,  an 
alarm  bell  ought  to  go  off.  And  none  of  that  is  done  to  my  knowl- 

txJilt?  Senator. 

Senator  Roth.  My  concern  is  that  Congress  is  adopting  a  number 
of  unmanageable  p*  ^grams,  at  least  unmanageable  in  part.  You 
said  that  your  prac  ce  originally  was  to  go  into  the  poorer  parts  of 
town  and  sell  people  a  dream,  I  think  was  your  testimony. 

Mr  Downs  That's  correct. 

Senator  Roth.  Is  it  realistic  to  think  those  people,  if  they  go  to  a 
program,  are  ever  going  to  pay,  or  maybe  this  should  be  a  grant 
program? 

Mr.  Downs.  That  is  an  interesting  question.  I  think  that  you 
have  said  something  that  is  another  part  of  the  program  that  has 
not  always  been  a  focus.  And  that  is  that  by  and  large  the  student 
that  a  proprietary  school  deals  with,  whether  they  be  a  good  stu- 
dent or  a  bad  student,  comes  from  a  basically  irresponsible  back- 
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ground.  Many  of  them  come  from  backgrounds  where  an  obligation 
to  pay  something  is  a  foreign  object.  Many  of  my  students  in  my 
barber  schools  were  third  and  fourth  generation  welfare  recipients. 
Many  of  them  will  default  on  those  loans,  or  have  defaulted,  simply 
because  after  they  graduated  they  refused  to  take  a  job. 

We  offered  them  employment,  secured  them  employment,  and 
they  refused  to  take  it  because  they  said,  if  I  take  that  job  I  will 
lose  my  welfare  benefits,  and  that  is  more  important  than  this  is. 
So  when  you  go  out  and  search,  or  when  this  is  a  basic  of  your  stu- 
dent body  to  start  with,  you  have  to  a  certain  degree  opened  the 
door  to  irresponsibility,  yes. 

Senator  Roth.  One  final  question.  You  said  you  went  to  these 
areas  to  sell  this  dream.  Common  perceptions  are  often  that  many 
of  these  individuals  would  not  want  to  go  to  school.  But  is  it  your 
experience  that  in  fact  many  of  these  impoverished  people  with  no 
opportunity  do  want  schooling  and  for  that  reason  were  willing  to 
take  you  up  on  your  dream? 

Mr.  Downs.  Okay.  You  have  to  understand  that  the  statement 
that  I  made  in  reference  to  that  and  your  reference  to  it  was  to  a 
home  study  school,  so  basically  they  had  to  make  no  effort  other 
than  go  to  the  mail  box,  which  was  on  their  front  porch. 

I  think  that  in  relation  to  other  areas  and  other  people,  there  is 
a  certain  amount  of  definite  desire  to  improve  themselves,  and  if 
you  can  find  that  person,  they  will  do  well,  and  they  may  not  be 
geared  for  a  college  level  type  education,  they  are  a  trade  school 
person,  if  you  want  to  use  that  term. 

Sure  they  are  there.  By  the  zillions,  no.  One  of  the  things  that 
we  were  encouraged  to  do  North  American  was  when  you  went 
into  that  guy's  house,  after  you  talked  to  him,  get  him  to  take  you 
next  door  and  talk  to  that  guy,  even  though  that  guy  didn't  know 
you  were  coming.  But  talk  him  into,  "Hey,  you  want  to  be  a  truck 
driver,  get  out  there  on  the  road  and  drive  those  18-wheelers,  get 
out  of  this  project." 

Anybody  is  going  to  bite  for  it  if  it  is  not  going  to  cost  you  any- 
thing.  They  didn't  have  one  dime  invested  in  anything.  All  they 
had  to  do  was  sign  their  name,  and  a  good  salesman  can  talk  them 
into  signing  their  name. 

Senator  Roth  [presiding].  Well,  I  can  see  you  are  a  good  sales- 
man. Senator  Cohen. 

Senator  Cohen.  Mr.  Downs,  you  indicated  in  your  statement  that 
you  could  go  right  out  of  prison  and  do  it  ali  over  again  because  of 
the  system  s  laxity,  right? 

Mr.  Downs.  I  said  it  is  possible  to  do  that,  I  didn't  say  1  would  do 
it.  I  have  got  enough  time  as  it  is.  I  am  retiring. 

Senator  Cohen.  You  would  not  do  it  again? 

Mr.  Downs.  No,  sir. 

Senator  Cohen.  And  that  is  because  of  the  sentence  you  re- 
ceived? Have  you  gotten  religion? 

Mr.  Downs.  No,  I  carried  religion  to  jail  with  me. 

Senator  Cohen.  Why  not?  Is  it  the  penalty  that  did  it? 

Mr.  Downs.  Well,  the  bottom  line  is,  with  all  due  respect  sir, 
that  I  don't  want  to  go  back  to  jail,  plus  the  fact  that  my  sentence 
is  such  that  I  would  not  be  able  to.  A  parole  officer  is  not  going  to 


O  A  - 

ERLC  *o 


34 

let  me  go  to  work  at  a  school.  He  is  probably  not  even  going  to  let 
me  drive  by  one. 

Senator  Cohen.  And  certainly  not  run  for  Congress,  right? 

Mr.  Downs.  No,  I  don't  think  he  will  let  me  run  for  Congress 

either.  ,  ,    ,  „ 

Senator  Cohen.  You  knew  about  the  penalty  before  you  commit- 
ted these  acts,  right? 
Mr.  Downs.  Yes,  sir. 

Senator  Cohen.  And  that  was  no  deterrent  to  you? 
Mr.  Downs.  No,  sir. 

Senator  Cohen.  So  simply  increasing  the  penalty  would  not  be  a 
deterrent  in  your  judgment? 

Mr.  Downs.  No.  And  here  again,  the  rewards  can,  believe  it  or 
not,  justify  the  penalty  to  some  people.  I  mean,  you  are  talking 
about  the  ability  to  steal  unfathomable  amounts  of  money,  if  a 
person  wants  to  do  that. 

Senator  Cohen.  Is  there  a  need  for  some  kind  of  direct  face-to- 
face  contact?  What  you  describe  is  a  situation  in  which  we  have 
phantom  students.  All  you  have  to  do  is  just  create  a  piece  of  paper 
to  an  unscrupulous  individual  who  happens  to  run  a  particular 
school,  set  up  a  paper  trail  and  this  phantom  goes  through  the 
system  and  you  collect  the  money. 

The  students  never  go  to  the  bank,  right?  The  bank  has  no  direct 
involvement  with  any  student.  The  banks  rely  upon  the  institu- 
tion? 

Mr.  Downs.  Correct. 

Senator  Cohen.  They  rely  upon  the  institution  having  been  ac- 
credited by  people  who  really  never  deal  with  the  institution  itself. 
Mr  Downs.  That's  conrcsct. 

Senator  Cohen.  You  also  indicated  that  the  group  that  came  to 
site  check  the  barbering  school,  were  virtually  incompetent.  They 
knew  nothing  about  barbering  you  said.  Did  you  know  anything 
about  barbering? 

Mr.  Downs.  No,  I'm  not  a  barber. 

Senator  Cohen.  So  we  have  a  situation  where  the  incompetents 
are  supervising  the  other  incompetents  who  are  getting  all  the 
money? 

Mr.  Downs.  Correct. 

Senator  Cohen.  Should  there  be  any  kind  of  a  restriction  upon 
people  who  are  allowed  to  own  certain  types  of  schools  who  offer 
themselves  out  to  teach  young  students,  young  people,  a  trade? 
Should  there  be  some  kind  of  professional  requirement? 

Mr.  Downs.  No,  sir,  because,  first  of  all,  I  never  held  myself  out 
to  be  a  barber.  I  never  indicated  to  anyone  that  I  was  a  barber  or 
hair  stylist,  or  had  any  expertise  in  the  hair  business  at  all.  My 
area  of  interest  was  the  business  side  of  it,  as  far  as  that  is  con- 
cerned. I  relied  on  people  who  were  very  capable  and  competent  in- 
structors in  the  hair  business  to  handle  that  side  of  the  business. 

Senator  Cohen.  But  the  people  coming  in  to  make  the  site  in- 
spection had  no  expertise  in  that  field? 

Mr.  Downs.  No,  they  did  not. 

Senator  Cohen.  The  site  inspections  make  no  difference  then? 
You  can  have  the  same  level  of  incompetence  from  Washington  or 
wherever  that  you  can  on  the  site? 
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Mr.  Downs.  The  m^jor  things  they  were  interested  in  on  the  site 
inspection  were,  A,  questioning  us  about  our  recruiting  techniques; 
B,  looking  at  lesson  plans  and  that  type  of  thing  just  to  See  that  we 
had  them.  Here  again,  I  don't  think  the  person  who  came  and 
looked  at  the  lesson  plan  would  have  known  whether  we  were  ade- 
quately teaching  someone  to  use  a  set  of  clippers  or  shears.  And 
see  some  basic  perfunctory  financial  information  about  the  school 
and  questions  in  regard  to  number  of  students  enrolled,  number  of 
students  dropped  out,  completed,  et  cetera,  and  looked  at  some  of 
that  filing.  And  that  is  basically  about  it. 

Senator  Cohen.  You  mentioned  one  of  the  schools,  I  can't  recall 
which  one  now-  It  is  one  of  the  initial  ones  you  went  to  you— it  was 
like  the  body  count  approach?  You  were  talking  to  Senator  Nunn 
about  that. 

Mr.  Downs.  Yes,  sir. 

Senator  Cohen.  In  essence,  they  were  paying  you  a  bounty? 

Mr.  Downs.  Commission,  bounty,  whatever. 

Senator  Cohen.  Should  there  be  some  kind  of  restrictions? 
Should  we  prevent  funds  from  reaching  these  schools  who  use  this 
kind  of  technique  of  paying  commissions  to  individuals  to  go  out 
and  hustle  up  business  for  them? 

Mr.  Downs.  No.  You  know,  here  again— and  when  you  say 
should  we  stop  people  from  going  out  and  recruiting  students,  my 
innate  nature  is  that  I  am  a  salesman,  so  I  say  no,  don't  stop 
people  from  selling.  There  should  be  controls  and  more  stringent 
types  of  regulation.  Here  again— let  me  say  this— you  can  regulate 
all  day  long,  but  if  you  don't  back  it  up  some  way,  it  is  just  some- 
thing on  a  piece  of  paper.  So  there  needs  to  be  stronger  enforce- 
ment of  regulation  rather  than  regulation,  if  that  answers  your 
question. 

Senator  Cohen.  Well,  I  come  back  to  the  face-to-face  aspect 
again.  You  talked  about  the  pseudo  frauds  in  the  country.  I  don't 
distinguish  that  between  fraudulent  and  pseudo  fraudulent.  I  think 
that  you  and  the  others  are  all  fraudulent  who  participate  in  this 
kind  of  a  program  where  you  check  somebody  off  who  has  no  abili- 
ty to  pay  ana  is  not  going  to  be  able  to  complete  the  program  just 
to  get  the  body  inside.  But  there  has  to  be  some  kind  of  face-to-face 
dealing  with  this  process. 

For  example,  how  do  you  ever  have  tighter  supervision?  One  of 
these  school  owners  as  such  checks  off  a  box  and  says  this  student 
qualifies,  he  has  never  defaulted  before. 

Mr.  Downs.  Very  easy. 

Senator  Cohen.  How  many  guarantee  agencies  would  think  you 
used  a  fraudulent  name? 

Mr.  Downs.  Well,  Senator,  with  all  due  respect,  that  comes  down 
to  locks  are  only  made  for  honest  people.  Anybody,  if  you  want  to 
get  around  it  bad  enough— I  mean,  with  all  due  respect  

Senator  Cohen.  You  would  devise  a  way  to  get  around  it? 

Mr.  Downs.  I  was  going  to  say,  I  proveid  that  already,  you  know, 
the  ghost  people.  But  on  the  face  of  it,  all  you  have  to  do— like,  as  I 
mentioned  the  defaults,  put  everybody  that  is  defaulting  on  a  loan 
in  a  computer  and  let  these  guarantee  agencies  tie  into  that  com- 
puter. We  are  living  in  an  age  that,  you  know,  with  computers  we 
can  supposedly  do  anything.  But  these  people  guard  this  stuff.  It 
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possibly  maybe  has  something  to  do  with  the  information  laws,  I 
don't  know  that.  That  may  be  part  of  it.  But  part  of  it  is  these 
guarantee  agencies  are  just  like  everybody  else,  they  are  in  busi- 
ness to  a  certain  degree  to  make  money,  and  those  are  their  cus- 
tomers, they  want  to  guard  them. 

Senator  Cohen.  Should  we  take  the  profit  out  of  these  schools? 
No  more  proprietaries? 

Mr.  Downs.  No,  I  am  sorry,  that  to  me  is  innately  un-American. 

Senator  Cohen.  What  seems  to  be  innately  American  is  people 
who  are  feeding  off  the  carcass  of  this  program  and  who  are  in  fact 
proceeding  in  a  way  that  is  going  to  destroy  the  very  essence  of  the 
program  by  seeking  these  kinds  of  devices.  We  don't  find  this  in 
the  college  programs  that  we  have  in  the  private  and  public 
schools. 

What  it  is  that  is  so  inherent  about  this  one  that  makes  it  so  sub- 
ject to  abuse? 

Mr.  Downs.  Well,  I  think  that  here  again  you  have  basically  left 
the  door  open  to  the  cookie  jar. 

Senator  Cohen.  But  you  said  this  before,  'They  let  me  continue 
to  commit  crime."  You  kind  of  shifted  the  burden  on  to  society  that 
let  you  continue  to  commit  the  crime. 

Mr.  Downs.  No,  I  didn't  say  society  did.  I  was  referring  to 
HEAF.  I  was  referring  to  the  guarantee  agency  allowing  me  to  con- 
tinue to  write  loans  and  do  what  1  did  even  though  they  knew  what 
I  was  doing  on  the  front  end. 

Senator  Cohen.  That's  all  I  have,  Mr,  Chairman. 

Senator  Nunn.  Thank  you,  Senator  Cohen. 

Senator  Lieberman. 

OPENING  STATEMENT  OF  SENATOR  LIEBERMAN 

Senator  Lieberman.  Thank  you,  Mr.  Chairman. 

Very  briefly,  I  thank  you  for  conducting  these  hearings,  and  I 
thank  you  particularly  for  bringing  this  witness  forward,  who  to 
me  has  been  unsettling,  but  very  helpful.  I  here,  Congress  has  seen 
a  problem,  and  in  response  has  created  a  good  program— the  GSL 
program.  The  program  applies  to  proprietary  schools  as  well  as 
other  schools.  A  lot  of  them  proprietory  schools  are  doing  a  superb 
job  at  meeting  one  of  our  society's  major  needs,  which  is  providing 
skilled  workers  in  various  fields.  And  yet  others  are  clearly  taking 
advantage  of  the  system. 

Here  is  a  man  who  is  very  bright,  very  able,  very  engaging,  and 
by  who,  his  own  testimony,  took  his  religion  to  jail  with  him.  And 
yet,  because  of  human  nature  and  the  way  the  program  is  being 
operated,  he  took  advantage  of  the  program  and  ripped  off  the  Gov- 
ernment, and  now  ends  up  in  jail,  and  I  presume  embarrassed  and 
ashamed  about  what  happened.  I  hope  that  your  testimony  will 
help  us  in  trying  to  preclude  others  from  doing  what  you  did. 

It  seems  to  me,  from  what  I  know  about  this  program,  tl  at  yours 
is  not  the  usual  case.  In  other  words,  I  would  like  to  beheve  that 
the  out-and-out  fraud  cases  are  minimal,  and  I  am  curious  about 
what  your  sense  of  that  is. 

Mr.  Downs.  Well,  as  I  answered  earlier  for  the  Chairman,  what  I 
did,  and  anyone  doing  something  like  me  is  not  something  that  you 
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would  go  to  a  school  owners'  meeting  and  sit  around  in  a  hotel 
room  and  discuss.  So  to  say  that  there  is  50  percent  or  20  percent 
or  1  percent  doing  what  I  am  doing,  I  can't  do  that.  I'm  sure  there 
are  other  people,  I'm  not  that  unique. 

Senator  Lieberman.  But  you  didn't  specifically  talk  to  others 
who  were  involved  in  the  same  kind  of  activity? 

Mr.  Downs.  No. 

Senator  Lieberman.  My  understanding  is  that  the  typical  kind  of 
fraud  is  more  subtle:  students  are  in  a  sense,  sold  into  educational 
programs  and  then,  because  of  the  way  the  programs  are  set  up, 
the  schools,  have  no  incentive  to  encourage  students  to  finish  the 
program. 

Let  me  just  ask  you  a  couple  of  questions  about  how  the  law 
might  be  changed.  When  school  signs  up  a  student,  who  qualifies 
for  the  GSL  program,  the  loan  money  is  put  in  an  escrow  account. 
When  the  student  completes  50  percent  of  the  program,  the  school 
gets  all  the  money,  so  it  has  no  incentive,  except  pride  I  suppose,  to 
help  that  student  to  finish  the  program. 

Should  we  change  that  balance?  Should  we  parcel  the  money  out 
in  smaller  pieces  until  the  student  completes  the  program?  Would 
that  give  a  school  the  motivation  to  help  a  student  finish  his  pro- 
gram? 

Mr.  Downs.  Well,  that  is  hard  to  answer  in  just  a  specific 
answer.  There  are  a  number  of  things  that  I  think  that  you  have  to 
do  to  get  a  student  to  want  to  finish  the  program,  and  to  get  there 
you  have  to  look  at  why  doesn't  a  student  finish.  As  I  answered 
earlier,  a  lot  of  the  students  that  come  to  proprietary  schools  come 
from  basically  unmotivated  backgrounds  to  start  with.  So  not  only 
do  you  have  to  teach  the  student  the  skill  of  putting  the  thing  in 
the  ink  pen,  you  have  to  motivate  him  to  want  to  do  that. 

One  of  the  big  ways  of  doing  that  is  that  he  is  going  to  have  a  job 
out  there  when  he  gets  through,  but  that  doesn't  always  work. 
There  are  other  motivations  that  you  have  to  come  up  with  be- 
cause that  doesn't  always  work.  I  can't  answer  that  further  than 
that.  I  don't  know  how  to  

Senator  Lieberman.  How  about  just  on  the  mechanics.  Would 
you  say  that  the  current  procedure  of  giving  the  school  the  full  tui- 
tion when  a  student  completes  50  percent  is  too  easy?  Maybe  we 
should  parcel  it  out  until  the  program  is  completed,  to  create  some 
economic  incentive  for  the  school. 

Mr.  Downs.  Okay.  From  a  school  owner's  standpoint,  I  personal- 
ly would  have  no  problem  with  that,  but  a  lot  of  schools  would. 

Senator  Lieberman.  How  about  the  student's  side  of  it?  1  don't 
know  whether  it  is  typical,  but  you  described  a  truck  driving  school 
where  the  students  actually  had  to  put  no  money  up. 

Mr.  Downs.  That's  correct. 

Senator  Lieberman.  Is  that  true  throughout  the  the  GSL  pro- 
gram in  proprietary  schools? 
Mr.  Downs.  I  think  so. 

Senator  Lieberman.  Most  students  actually  don't  put  anything 
up.  Weil,  what  about  it?  Don't  you  think  it  makes  sense  to  give  a 
student  some  stake  in  what  is  going  on  by  having  them  put  some 
money  down? 


9 

ERIC 


43 


38 

Mr.  Downs.  Logically  to  us,  yes,  but  when  you  deal  with  a  person 
whose  total  life  is  governed  or  is  geared  to  someone  giving  them 
something  where  they  don't  put  anything  up*  no,  it  won  t  work. 

Senator  Uebrrman.  But  that  is  part  of  the  problem,  isnt  it?  I 
mean,  it  sort  of  guarantees  that  a  program  is  going  to  fail  if  it  is 
viewed  as  a  vacation.  It  is  just  something  else  to  do  instead  of  what 
I  am  doLig,  or  not  doing. 

Mr.  Downs.  I  won't  argue  that  with  you  at  all.  That  is  one  of  the 
fallacies  of  the  business  that  is  not  addressed  real  easy. 

Senator  Likbehman.  OK.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Downs.  If  I  may,  in  one  statement  that  you  made,  earlier  in 
the  testimony  there  was  some  discussion  about  the  Veterans  Ad- 
ministration and  how  they  do  things  differently.  Monthly  pay- 
ments is  the  way  the  veteran's  money  is  allotted  out.  When  we 
would  have  a  veteran  student,  we  got  a  basic  down  payment,  a  tool 
cost,  and  first  months  tuition,  and  then  from  that  point  on  we  re- 
ceived the  money  monthly. 

Senator  Lieberman.  Only  so  long,  obviously,  as  the  student 
stayed  in  the  school? 

Mr,  Downs.  Yes,  only  as  long  as  the  student  stayed  in  the  school. 

Senator  Lieberman.  That  would  be  an  interesting  study,  to  see 
whether  students  under  a  VA  program  have  a  higher  propensity  to 
complete  the  program  than  ones  under  GSL. 

Mr.  Downs.  They  do. 

Senator  Cohen.  Just  one  question.  Did  you  ever  falsify  the  record 
so  that  one  of  the  students  when  they  dropped  out  from  the  VA 
program,  that— 

Mr.  Downs.  No,  sir. 

Senator  Cohen.  Why  didn't  you  on  those? 

Mr.  Downs.  Because  they  got  a  guy  that  curnes  by  and  looks. 

Senator  Nunn.  One  of  the  things  we  are  taking  a  close  look  at  is 
how  the  VA  runs  their  program  and  how  that  differs  from  the  way 
this  program  is  run,  and  one  of  the  things  that  is  interesting  is 
that  there  is  almost  no  communication  between  the  people  running 
the  2  programs.  There  is  almost  no  exchange  of  information.  And 
so  we  are  going  to  be  getting  into  that  in  considerable  detail. 

Mr.  Downs,  thank  you  very  much  for  being  here.  You  have  been 
very  helpful  to  us. 

Mr.  Downs.  Senator,  thank  you. 

Senator  Nunn.  Ms.  Byrd,  thank  you. 

Ms.  Byrd.  Thank  you,  Senator. 

Senator  Nunn*  Our  next  witness  is  James  B.  Thomas,  Jr.,  In- 
spector General,  U.S.  Department  of  Education.  This  will  be  our 
last  witness  today.  I  have  talked  to  the  witnesses  from  the  final 
panel  on  our  witness  list  today  and  they  can  all  be  here  tomorrow 
morning,  and  we  are  going  to  try  to  start  at  8:30  tomorrow  morn- 
ing, so  this  will  be  our  last  witness  today. 

Mr.  Thomas  is  the  Inspector  General  for  the  U.S.  Department  of 
Education.  Mr.  Thomas  will  testify  regarding  findings  that  his 
office  has  made  in  their  review  of  the  accreditation  process  and  the 
Department  of  Education  certification  and  eligibility  process. 

Mr,  Thomas  began  his  career  as  an  auditor  with  the  Florida 
State  Department  of  Education.  He  has  also  served  as  th<*  Inspector 
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General  for  the  U.S.  Department  of  Housing  and  Urban  Develop- 
ment and  as  the  Director  of  Accounts  for  the  Interstate  Commerce 
Commission. 

Mr.  Thomas,  we  appreciate  you  being  here  this  morning.  We 
swear  in  all  the  witness  before  this  Subcommittee.  I  don't  know 
whether  you  will  have  Mr.  Brennan  and  Ms.  Schwartz  testify.  If 
they  are  going  to  testify,  we  would  ask  all  of  you  to  take  the  oath. 
Do  you  swear  the  testimony  you  give  before  the  Subcommittee  will 
be  the  truth,  the  whole  truth,  and  nothing  but  the  truth  so  help 
you  God? 

TESTIMONY  OF  JAMES  B.  THOMAS,  JR.,  INSPECTOR  GENERAL, 
US.  DEPARTMENT  OF  EDUCATION,3  ACCOMPANIED  BY 
GRETCHEN  SCHWARZ.  ASSOCIATE  INSPECTOR  GENERAL,  AND 
CHARLES  BRENNAN.  REGIONAL  INSPECTOR  GENERAL.  HEAD- 
QUARTERS AUDIT  REGION 

Mr.  Thomas.  I  do. 
Ms.  Schwarz.  I  do. 
Mr.  Brennan.  I  do. 

Senator  Nunn.  Thank  you.  Mr.  Thomas,  we  appreciate  you  being 
hf1*6-  We  also  appreciate  your  cooperation  and  assistance  during 
the  Subcommittee's  inquiry.  So  we  are  here  to  hear  from  you  and 
we  look  forward  to  it. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman.  I  would  like  to  intro- 
duce my  two  colleagues.  On  my  left  is  Gretchen  Schwarz,  the  Asso- 
ciate Inspector  General  of  the  Department  of  Education,  and  on  my 
right  is  Charles  Brennan,  the  Regional  Inspector  General  of  the 
Headquarters  Audit  Region. 

I  have  a  quite  lengthy  statement,  Mr.  Chairman,  that  I  would  re- 
quest you  place  in  the  record,  and  I  will  give  you  a  very  brief  sum- 
mary of  that  if  I  may. 

Senator  Nunn.  That  will  be  fine.  We  will  put  the  entire  state- 
ment m  the  record  without  objection. 

e  I^™^  Th^k  y°u  for  this  opportunity  to  discuss  the  ef- 
torts  of  the  Office  of  Inspector  General  regarding  the  student  finan- 
cial aid  accreditation,  certification,  and  eligibility  processes  used  to 
determine  which  institutions  may  participate  in  the  Department  of 
Education  student  aid  programs. 

Several  years  ago  the  Office  of  Inspector  General  assessed  the 
student  aid  programs  as  being  the  most  vulnerable  to  fraud,  waste 
and  abuse  m  the  Department.  In  addition,  these  programs  were 
identified  by  both  the  Office  of  Management  and  Budget  and  the 
General  Accounting  Office  recently  in  their  list  of  most  vulnerable 
Federal  programs. 

Concern  has  increased  by  the  well  publicized  problems  with  a 
large  national  guarantee  agency,  the  Higher  Education  Assistance 
foundation  which  you  have  heard  something  about  here  this  morn- 
ing, but  certainly  did  not  begin  with  that.  We  have  seen  major  pro- 
prietary schools,  such  as  Superior  Training  and  Adelphi  Institute 
go  bankrupt  in  the  wake  of  OIG  audits  and  investigations,  owing 
the  Education  Department  and  the  students  millions  of  dollars. 

•See  p.  186  for  Mr.  Thomas"  prepared  statement. 
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Lenders-most  notably  First  Independent  Trust  Company— have 
gone  into  liquidation,  leaving  a  wake  of  financial  disaster.  Florida 
Federal  Savings  Bank  was  ordered  to  pay  the  Department  of  Edu- 
cation about  $17  million  after  being  convicted  of  fraud  in  the  loan 
servicing  area.  Third  party  servicers  have  had  difficulties  as  well, 
including  the  United  Education  Software  Company  which  is  now  in 

bankruptcy.  .    ,  ,  . •      ,.  •, 

The  issue  areas  we  have  focused  on  include  accreditation,  eligibil- 
ity, and  certification  processes  which  determine  whether  a  school 
can  participate  in  the  programs.  We  have  a  couple  of  charts  we 
would  like  to  show  here,  Mr.  Chairman. 

Under  this  process,  often  called  the  Triad  [See  Exhibit  No.  6.]. 
again  which  you  have  spoken  to,  as  well  as  the  staff  this  morning, 
a  school  must  be  accredited  by  an  accrediting  agency  which  has 
been  recognized  by  the  Secretary  of  Education.  It  must  be  licensed 
to  provide  post-secondary  education  in  the  State  in  which  it  is  lo- 
cated, and  must  be  determined  eligible  and  be  certified  by  the  De- 
partment to  be  financially  responsible  and  administratively  capa- 
ble to  participate  in  the  programs.  .  . 

The  Department's  role  in  granting  a  school  the  right  to  partici- 
pate in  the  student  aid  programs  consist  of  three  processes.  The  ac- 
crediting agency  recognition  process,  the  institutional  eligibility 
process,  and  the  certification  process.  You  can  see  on  this  chart,4 
Mr.  Chairman,  that  on  the  upper  left  the  State  grants  the  license 
to  the  enterprise.  Sometimes  it  is  considered  a  business,  sometimes 
it  is  considered  an  educational  organization, 

On  the  upper  right,  the  accrediting  agency  grants  accreditation 
to  the  institution,  but  the  accrediting  agency  must  first  be  recog- 
nized by  the  Secretary  of  Education.  Once  those  two  things  happen, 
then  the  application  is  submitted  to  tHe  Department  of  Education 
where  an  eligibility  check  is  done,  and  in  essence  that  consists  of 
seeing  whether  the  school  is  licensed  and  whether  it  has  been  ac- 
credited, and  then  it  goes  to  the  certification  process  where  two 
other  activities  take  place.  One  is  to  determine  financial  responsi- 
bility, and  one  is  to  determine  administrative  capability,  and  then 
the  Department  certifies  the  school  and  then  it  is  eligible  for  stu- 
dent aid.  ,       r  , 
While  this  may  sound  comprehensive  in  theory,  we  have  found 
that  in  practice  it  is  all  too  often  a  paper  chase,  and  overall  the 
accrediting  eligibility  and  certification  system  is  not  effective  in 
prelecting  Federal  funds  from  misuse,  or  in  protecting  students. 
ED  relies  heavily  on  accreditation,  but  accreditation  does  not 
assure  educational  quality  and  fair  dealings  with  students.  ED 
relies  on  State  licensure,  but  State  license  requirements  vary 
widely,  as  do  State  resources  devoted  to  policing  schools.  The  De- 
partment certification  process  is  flawed  and  limited,  and  it  does  not 
protect  students,  because  it  is  a  primarily  a  minimal  review  of  the 
school's  own  representations  about  its  financial  and  administrative 
condition.  Department  officials  who  make  these  decisions  to  allow 
participation  in  the  programs  perceive  that  they  are  not  authorized 
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to  deny  schools  participation  so  long  as  they  meet  these  minimal 
requirements. 

We  have  identified  problems  relating  to  accreditation,  eligibility, 
and  certification  processes  in  several  of  our  audit  reports.  These 
are  described  fully  in  my  full  statement.  It  is  important  to  note 
that  with  respect  to  the  draft  reports  that  we  discuss  in  the  state- 
ment, the  Department  is  still  in  the  process  of  making  a  written 
response  to  them.  However,  we  have  worked  with  the  Department 
as  we  went  through  these  audits  and  the  program  managers  have 
been  working  on  corrective  actions  where  that  is  possible. 

The  accreditation,  eligibility  and  certification  processes  are  not 
the  only  ones  in  the  student  aid  delivery  system  with  problems. 
The  delivery  system  includes  as  participants  not  only  ED  and  the 
students  and  the  schools  and  their  accreditors  and  licensers,  it  also 
includes  lenders,  guarantee  agencies,  servicers,  secondary  markets, 
and  auditors,  as  we  see  on  this  chart.  [See  Exhibit  No.  7.]  We  see, 
for  example,  starting  at  the  top  center,  the  school.  The  school  is  ac- 
credited by  the  accrediting  agency,  which  has  been  recognized  by 
the  Department  of  Education.  It  is  licensed  bv  the  State  licensing 
agency.  It  frequently  contracts  with  a  servicer  that  takes  care  of 
much  of  the  accounting-book  keeping  kinds  of  things  that  you 
heard  Mr.  Downs  speak  of  earlier.  And  then  it  is  required  to  have 
an  audit.  If  it  is  a  proprietary  school,  it  will  be  an  audit  by  a  certi- 
fied public  accountant.  If  it  is  a  State  institution,  it  is  required  to 
have  an  audit  by  the  State  Auditor  if  the  State  chooses  to  go 
through  the  single  audit  concept. 

Then  the  student  goes  to  the  school.  It  is  up  to  the  student  to  get 
a  loan  from  a  lender.  The  lenders  frequently  contract  with  ser- 
vicers who  provide  service  to  them.  Once  the  lender  makes  the  loan 
to  the  student,  the  loan  is  frequently  sold  to  a  secondary  market, 
and  the  secondary  market  frequently  has  a  contract  with  a  ser- 
vicer. 

The  lender,  the  loan  is  guaranteed  by  the  guarantee  agency.  The 
guarantee  agency  frequently  has  its  own  service  organization  and 
sometimes  contracts  for  servicing,  and  it  has  an  audit  requirement 
where  either  it  has  a  CPA  audit  requirement,  or  if  it  is  a  State 
agency  and  it  has  to  have  a  single  audit,  then  it  is  done  usually  by 
the  State  Auditor.  And  then,  of  course,  there  is  the  Department  of 
fcxiucation  that,  once  a  loan  goes  into  default,  the  guarantee  agency 
reimburses  the  lender,  the  guarantee  agency  submits  that  to  the 
Department  of  Education,  which  reimburses  the  guarantee  agency 
So  it  is  quite  a  complex  kind  of  situation. 

.9byioJU3ly'  if  Pr°Wem  schools  are  allowed  into  the  programs,  we 
will  find  serious  abuses  of  the  programs  at  the  schools,  and  indeed 
we  have  reported  many  serious  problems  in  our  recent  semiannual 
reports  to  the  Congress.  We  have  also  found  problems  with  virtual- 
ly all  of  the  other  participant  groups  in  the  programs.  Despite 
these  findings,  however,  in  no  way  do  I  intend  to  imply  that  all,  or 
even  most,  of  the  proprietary  schools  or  other  institutions  partici- 
pating in  the  student  aid  programs  are  abusing  them. 

We  are  also  concerned  that  there  are  legal  obstacles  to  prompt 
administrative  action  by  the  Department  to  cut  off  the  flow  of 
funds  in  response  to  recommendations  that  we  have.  For  example, 
ED  cannot  fully  utilize  the  Government-wide  suspension  and  debar- 
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ment  procedures  because  the  Higher  Education  Act  entities  schools 
to  a  hearing  on  the  record  before  eligibility  can  be  terminated. 
These  hearings  can  take  months  to  complete  and  are  costly  m 
terms  of  ED  resources.  A  school  owner  may  be  suspended  or  de- 
barred based  upon"  improper  administration  of  Federal  student  aid 
funds,  or  even  based  upon  an  indictment  or  conviction  for  program 
related  fraud.  Nevertheless,  his  school,  even  though  he  is  the  sole 
owner,  may  remain  in  the  program  until  such  time  that  it  receives 
a  termination  hearing  on  the  record. 

We  hope  that  ED  s  emergency  action  regulations,  which  win 
become  effective  next  week,  may  address  this  problem  to  an  extent 
in  the  most  egregious  cases,  if  the  regulations  withstand  the  inevi- 
table court  challenges  that  have  derailed  them  in  the  past. 

Another  obstacle  to  expeditious  administrative  and  even  judicial 
action  against  schools  that  abuse  the  program  relates  to  Chapter  11 
bankruptcy  that  your  staff  discussed  this  morning  a  bit.  This  is  a 
potent  weapon  for  the  schools.  By  securing  the  protection  of  the 
court,  which  has  an  interest  in  seeing  that  the  schools  survive 
through  reorganization,  even  a  school  that  cannot  make  loan 
refund  payments  to  former  students  may  continue  to  admit  new 
students  who  in  turn  incur  student  loan  obligations  for  a  school 
that  may  well  close  or  otherwise  cut  back  its  educational  program. 
We  are  exploring  ways  to  deal  with  this  issue  on  a  case-by-case 
basis,  but  we  believe  that  legislation  making  clear  that  administra- 
tive action  by  ED  does  not  fall  within  the  automatic  State  provi- 
sion is  necessary  to  protect  the  public  interest. 

Overall,  I  would  say  that  the  results  of  our  work  on  accredita- 
tion, eligibility,  and  certification  show  cause  for  considerable  con- 
cern. Merely  keeping  track  of,  to  say  nothing  of  monitoring,  the 
thousands  of  schools,  lenders,  secondary  markets,  and  servicers, 
and  the  activities  of  many  of  the  guarantee  agencies  accrediting 
bodies,  and  State  licensing  agencies  is  an  overwhelming  task.  Pro- 
gram statutory  and  regulatory  requirements  are  so  complex  that 
they  are  ripe  with  opportunities  for  fraud  and  abuse.  Business  eco- 
nomic interests  of  private  sector  participants  conflict  with  the  in- 
terest of  students  and  taxpayers. 

Mr  Chairman,  I  have  tried  to  summarize  that  statement  tor  you 
briefly,  and  I  would  be  happy  to  respond  to  questions. 

Senator  Nunn.  Thank  you  very  much,  Mr.  Thomas,  you  have 
been  a  great  help  to  us.  ....  T 

You  have  gone  into  great  detail  over  the  years  in  thus  area,  is 
this  student  loan  program  as  we  now  know  it  capable  of  being  re- 
formed? Have  we  got  something  here  that  it  is  just  too  complex,  too 
many  players,  too  many  laws,  too  many  rules,  too  many  regula- 
tions, too  many  court  interventions?  Is  it  just  a  hopeless  case,  or  is 
there  room  and  are  you  optimistic  about  reform  being  able  to 
work^ 

Mr  Thomas.  I  am  optimistic,  Mr.  Chairman,  but  I  think  it  is 
going  to  take  a  lot  of  activity  on  all  of  our  parts.  I  thmk  there  is 
need  for  some  legislative  requirements,  and  I  thmk  the  higher  edu- 
cation amendments  that  will  be  coming  from  the  Secretary  to  the 
Congress  next  year  will  help  in  that.  I  think  there  are  opportuni- 
ties for  some  regulatory  reform,  and  some  of  those  are  in  fact  m 
process  at  the  present  time,  based  upon  some  of  the  recommenda- 
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tions  that  we  have  made.  And  I  think  we  can  do  more  with  what 
we  have.  I  think  we  can  be  stronger  in  the  enforcement  of  some  of 
the  things  we  already  do.  And  I  think  you  are  seeing  some  of  that 
beginning  to  happen  now. 

Senator  Nunn.  You  know,  this  is  not  the  first  time  around  the 
track.  We  had  a  similar  series  of  problems  in  the  1970s  and  there 
were  all  sorts  of  recommendations  made,  in  fact  by  this  Subcom- 
mittee, to  the  committees  of  jurisdiction  and  to  the  Department  of 
Education. 

,JSive  yJou  ever  gone  back  and  l°oked  at  what  happened  in  the 
1970s  and  asked  yourself  how  can  we  be  going  around  the  same 
track  the  second  time? 

Mr.  Thomas.  We  have  done  some  of  that,  Mr.  Chairman,  but  it 
seems  to  me  that  for  a  long  period  of  time  there  was  a  great  deal  of 
stability  m  the  size  of  this  program.  And  you  saw  in  the  charts 

fSE  TQoon?orni^g  that  Xmr  DUt  "P-  il  was  really  only  in  the 
i»»y-i»8H  tune  frame  when  there  was  a  spurt.  Other  than  that,  it 
was  a  relatively  level,  slightly  growing  program. 

When  1987-1988  came  along,  one  of  the  big  new  programs  then 
was  the  supplemental  loan  program,  and  that  was  where  you  saw 
H*?*  $?*  sPu,rt  m  the  defaults  there.  Even  though  we  have  not  spe- 
cifically tied  that  to  SLS,  you  have  had  other  hearings  and  reports 
trom  the  General  Accounting  Office  which  indicate  that  that  prob- 
ably accounts  for  some  of  that.  So  there  have  been  significant,  dra- 
matic increases,  and  ray  perspective  is  that  where  you  have  this 
large  scale  additional  flow  of  funds,  then  you  have  people  who  take 
advantage  of  the  situation,  such  as  our  colleague  who  spoke  before 
me  this  morning. 

Senator  Nunn.  The  Washington  Post  reported  last  week  that 
tr AU  had  been  asked  to  determine  if  there  is  a  broad  pattern  of 
former  Federal  officials  trading  their  knowledge  of  student  aid  pro- 
grams, either  for  profits  for  their  schools  or  bigger  salaries  for 
themselves  at  the  expense  of  students  and  taxpayers.  [See  Exhibit 

WO*  o,J 

Have  you  looked  into  this  revolving  door  charge  and  found  any 
evl*   ^    substantiate  the  charges  being  made  here? 

Mr.  Thomas.  No,  we  have  not  looked  at  that  specifically,  Mr. 
Chairman.  When  we  saw  the  article  in  the  paper,  of  course,  we 
looked  at  our  indices  to  see  whether  any  of  those  were  things  that 
we  knew  about  and  had  done  cases  on,  and  other  than  a  case  very, 
very  old,  which  would  not  relate  to  the  current  situation,  we  have 
not  had  any.  We  are  aware,  however,  that  numbers  of  employees 
irom  the  Department  leave  the  Department  and  go  to  work  with 
guarantee  agencies,  with  proprietary  schools,  with  State  organiza- 
tions, with  accrediting  agencies,  with  law  firms  who  represent  all 
of  the  above,  and  the  like. 

And  just  from  institutional  memory  of  our  organization  we  have 
identified  maybe  35  or  36  people  who  are  out  there  or  recently 
bave  been  out  there  working  in  one  of  these  organizations  that  are 
involved  m  this  whole  atmosphere  of  student  aid. 

Senator  Nunn.  Has  your  office  attempted  to  develop  criteria  that 
collectively  describes  what  could  be  reasonably  viewed  as  a  bad 
school  or  a  school  that  is  very  vulnerable?  And  if  so,  how  many 
schools  out  of  the  proprietary  school  group  fit  such  criteria? 


5  a 


44 

Mr  Thomas.  We  have  not  completed  such  a  task.  What  we  have 
begun  to  do  this  year  is  identify  some  criteria  by  which  we  can  pick 
out  those  institutions  that  are  most  likely  to  represent  problem  in; 
stitutions.  We  started  a  program  called  Inspection  Process, 
where  we  send  a  team  of  five  people,  once  we  have  selected  an  in- 
stitution, to  go  out  and  take  a  quick  look  to  see  whether  or  not 
they  are  complying  with  regulations  and  with  requirements. 
Among  the  criteria  that  we  have  used  to  do  that  are  the  size  ot  the 
defaults,  whether  or  not  an  audit  report  has  been  submitted  cur- 
rently, whether  the  school  has  increased  dramatically  in  the 
amount  of  student  aid  going  to  that  institution,  whether  the  school 
has  switched  lenders  or  switched  guarantee  agencies,  and  those  are 
some  of  the  criteria  that  we  are  now  trying  to  bring  together  in 
such  a  fashion  that  we  can  ro  through  the  entire  list  of  thousands 
of  institutions  to  get  a  better  )  t.idle  on  which  ones  represent  po- 
tential problems.  ,  4  , 

In  addition  to  that,  two  other  offices  in  the  Department  have  cri- 
teria The  one  that  provides  a  program  review  has  something  they 
call  a  taxonomy,  and  when  they  go  out  and  do  a  review,  £  certain 
things  are  present  they  assign  a  number  of  1  through  5,  1  being 
a  good  situation,  "5"  being  something  that  is  so  egregious  that  they 
send  it  to  the  Office  of  Inspector  General  to  take  a  look  at,  and  the 
others  are  somewhere  along  the  way.  And  they  have  some  criteria 
by  which  they  take  that  assessment. 

In  addition  to  that,  the  certification  function  has  the  regulatory 
requirement  to  look  at  certain  things  in  making  the  judgments 
that  you  saw  here  on  financial  responsibility  and  administrative 
capability,  and  those  are  specified  by  regs. 

Senator  Nunn.  In  your  current  draft  report  on  accreditation  you 
refer  to  a  1979  GAO  audit  and  a  1988  consultant  study  that  dis- 
closed weaknesses  in  the  Department's  management  of  its  Title  IV 
responsibilities,  and  those  are  very  similar  to  what  you  cited  in 
your  most  recent  effort.  Can  you  explain  why  the  Education  De- 
partment has  failed  to  address  the  same  essential  problem,  that  is, 
that  the  accrediting  agency  recognition  process  does  not  provide  as- 
surance that  the  Secretary  or  the  public  can  rely  on  accrediting 
agencies  as  authorities  on  the  quality  of  education?  Can  you  ex- 
plain why  the  Education  Department  over  the  last  10  years  has  not 
done  something  about  that? 

Mr.  Thomas.  I  can't  to  your  satisfaction,  Senator,  nor  even  to 
mine.  I  know  that  things  have  happened  in  the  Department.  As  re- 
cently as  this  week,  in  fact,  the  Secretary  issued  a  press  release  m 
which  he  has  focused  attention  on  seven  accrediting  agencies  and 
89  schools,  which  account  for  about  a  third  of  all  the  defaults  in 
the  1988  cohort  default  rate.  Over  time,  again,  when  those  reports 
were  issued  that  was  part  of  the  Department  of  Health,  Education, 
and  Welfare  the  possibility  exists  that  some  of  that  got  lost  ui  that 
shuffle  of  creating  a  new  department  from  the  old  one.  In  the 
meantime  though,  we  have  gone  back  and  tried  to  see  what  has 
happened,  and  some  things  have,  but  it  obviously  has  not  fixed  the 

problem.  „   .  ,.  „.ir  ^ 

Senator  Nunn.  You  say  on  page  8  of  your  testimony,  We  con- 
cluded that  it  is  time  for  education  to  either  strengthen  the  recog- 
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nition  process  or  significantly  reduce  its  reliance  on  the  accrediting 
agencies." 

So  you  are  saying  they  have  got  to  go  one  way  or  the  other  here? 

Mr.  Thomas.  We  think  that  there  is  an  expectation  gap,  Mr. 
Chairman.  We  think  this  has  existed  all  along.  The  Department  of 
Education  is  making  certain  assumptions  that  these  other  two 
members  of  the  Triad  have  carried  out  certain  responsibilities,  and 
those  other  two  members  have  said,  hey,  that  is  not  our  job,  that  is 
a  Federal  job,  and  so  you  have  this  expectation  gap. 

Senator  Nunn.  Everybody  is  pointing  at  everybody  else. 

Mr.  Thomas.  That's  correct. 

Senator  Nunn.  Do  you  think  the  Department  of  Education  has 
allocated  sufficient  resources  to  their  accreditation,  recognition  and 
certification  and  eligibility  processes? 

Mr.  Thomas.  Well,  when  we  have  identified  problems  and  have 
gone  to  try  to  get  improvements,  one  of  the  things  that  is  constant- 
ly presented  is  inadequate  resources  in  that  area. 

Senator  Nunn.  Not  enough  people? 

Mr.  Thomas.  That's  correct,  not  enough  people  and  perhaps  not 
the  right  people. 

Senator  Nunn.  Do  you  agree  with  that,  or  do  you  think  we  just 
don  t  have  the  right  training  with  the  people? 

Mr.  Thomas.  I  think  that  there  is  some  of  both  of  that.  I  think 
that  frequently  what  we  need  is  more  people  with  a  financial  anal- 
ysis kind  of  background,  people  who  can  look  at  something  and 
make  financial  judgments.  And  I  think  that  the  sheer  volume, 
again,  is  such— I  mean,  I  believe  your  staff  alluded  to  my  state- 
ment, which  had  about  4,000  recertifications  that  have  not  been 
done,  and  in  essence  there  is  no  way  that  the  staff  that  is  assigned 
to  that  could  process  those  4,000  applications  for  recertification, 
particularly  if  we  look  in  terms  of  trying  to  do  the  kinds  of  things 
that  we  think  need  to  be  done  to  be  effective  in  that  job. 

Senator  Nunn.  So  your  testimony  is  the  Department  of  Educa- 
tion doesn  t  have  either  the  number  of  people  or  the  training  with 
the  people  who  are  there  to  be  able  to  do  this  job  now? 

Mr.  Thomas.  That  are  presently  assigned  to  that  function.  Now,  I 
am  not  telling  you  that  every  office  in  the  Department  of  Educa- 
tion is  appropriately  staffed  and  therefore  somebody  could  not  be 
reallocated  to  that.  I  am  not  making  that  statement.  That  is  for  the 
Department  to  decide. 

Senator  Nunn.  Right.  But  this  program  cannot  be  properly  ad- 
ministered with  the  resources  and  training  now  available  to  handle 
the  program? 

Mr.  Thomas.  That  would  be  my  opinion,  even  though  we  have 
not  made  a  staff  analysis.  But  just  from  being  there  and  looking  at 
the  volume  and  looking  at  the  process,  and  being  present  through 
our  audits,  I  would  say  that  that  is  a  true  statement,  sir. 

Senator  Nunn.  On  page  12  of  your  prepared  remarks,  you  say 
that  the  Department  of  Education  has  no  plan  to  enforce  an  eligi- 
bility status  update  requirement  mandated  by  July  1,  1988,  regula- 
tions, and  further  that  as  of  December  1989  more  than  4,500  insti- 
tutions were  overdue  for  redetermination,  which  you  just  alluded 
to. 
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Can  you  tell  us  why  the  Department  has  not  carried  out  its  re- 
sponsibilities in  this  regard?   

Mr.  Thomas.  I  don't  believe  I  can  add  to  what  I  have  already 
said,  Mr.  Chairman,  and  that  is  that  there  is  just  inadequate 
people  there  assigned  to  that  particular  function  to  carry  out  that 
responsibility  as  it  should  be  done. 

Senator  Nunn.  Would  you  have  a  way  of  knowing  whether  the 
Department  has  asked  for  more  resources  and  been  turned  down 
by  OMB,  or  whether  they  have  asked  for  more  resources  and  been 
turned  down  by  Congressional  committees  of  jurisdiction? 
Mr.  Thomas.  No,  I  am  not  prepared  to  answer  that. 
Senator  Nunn.  On  page  20  of  your  statement,  you  say  that,  LD 
management  advised  us  that  they  did  not  have  the  authority  to 
take  strong  actions,  such  as  termination,  when  schools  did  not  suf- 
ficiently correct  high  withdrawal  rates." 
Do  you  agree  with  the  Department's  position  on  that? 
Mr.  Thomas.  We  agree  that  it  is  not  clear  in  the  regs  and  we 
think  that  regs  ought  to  provide  for  that  kind  of  thing. 
Senator  Nunn.  But  who  is  responsible  for  the  regs? 
Mr.  Thomas.  We  in  the  Department  are.  t 
Senator  Nunn.  So  the  same  people  who  are  saying  they  don  t 
have  the  authority  are  the  ones  that  are  responsible  for  initiating 
the  regs  themselves,  aren't  they? 

Mr.  Thomas.  I  would  say  so,  yes,  sir.  There  may  be  a  consider- 
ation which  I  am  not  aware  of  right  now.  There  may  be  a  consider- 
ation as  to  whether  or  not  they  have  the  authority  to  do  so,  and  I 
am  not  prepared  to  make  that  distinction  at  this  point. 

Senator  Nunn.  Your  February  1988  audit  report  of  the  Culinary 
School  of  Washington  includes  six  findings  recommending  that  the 
school  refund  over  $400,000  to  lenders  and  the  Department  of  Edu- 
cation. It  also  states— and  this  is  quoting  from  your  audit  report— 
"Based  on  the  results  of  our  interview,  it  is  our  opinion  that  Culi- 
nary School  of  Washington's  management  was  fully  aware  of  its 
non-compliances  with  student  financial  aid  regulations  but  failed  to 
properly  administer  the  SFA  program  and  to  comply  with  its  writ- 


ten assurances  " 


In  addition  to  audit  work,  your  office  conducted  two  criminal  in- 
vestigations addressing  allegations  of  fraud  and  abuse  at  this 
school.  On  October  3,  1988,  in  closing  one  of  these  criminal  investi- 
gations your  office  concluded  that,  "Mismanagement  was  not  found 
at  the  Culinary  School  of  Washington." 

Can  you  reconcile  the  inconsistent  findings  of  your  audit  branch 
and  your  investigative  branch?  . 

Mr.  Thomas,  f  don't  believe  that  they  are  inconsistent.  I  think  1 
can  clarify  what  those  words  mean  in  that  context,  Mr.  Chairman. 
In  our  investigative  process  we  have  a  requirement  on  the  investi- 
gator that  rather  than  being  narrow  in  his  or  her  approach,  to  look 
at  only  the  allegation,  that  they  give  consideration  to  whether  or 
not  there  were  management  weaknesses  that  allowed  that  particu- 
lar thing  to  occur.  And  if  they  find  such  a  thing,  then  it  is  incum- 
bent upon  them  to  prepare  what  we  call  an  MIR,  a  management 
improvement  report,  that  goes  to  the  audit  side  of  our  house,  and  it 
then  will  decide  whether  to  look  at  that  management  weakness  to 
make  a  recommendation  to  the  management  of  the  Department. 


47 

Now,  in  this  particular  case,  we  had  been  doing  audit  work  there 
since  1986.  1  believe  it  was,  and  the  auditor,  after  he  had  reached  a 
certain  point,  had  begun  to  be  a  part  of  the  criminal  investigation, 
and  thererore  we  delayed  issue,  as  is  frequently  the  case,  of  a  final 
audit  report.  The  auditor  just  started  working  as  part  of  the  crimi- 
nal investigative  team. 

Well,  along  the  way  then,  because  the  auditor  was  aware  of  the 
problems  there,  when  the  investigator  completed  the  criminal  in- 
vestigation and  the  United  States  Attorney  advised  that  criminal 
intent  would  be  very  difficult  to  establish,  the  investigator  said  no 
MIR  is  required  because  no  mismanagement  was  found.  What  he 
didnt  say  was,  "that  is  not  already  known  to  the  auditor."  And 
that  is  what  should  have  been  there  and  then  this  question  would 
not  have  come  up.  But  the  process  is  one  that  is  working  and  is 
effective,  but  the  words  chosen  on  that  particular  job  were  not  the 
right  woras. 

Senator  Nunn.  In  other  words,  he  should  have  said  no  additional 
mess  has  been  discovered  that  you  didn't  already  know  about? 
Mr.  Thomas.  That's  correct,  yes,  sir. 

Senator  Nunn.  In  April  1985  your  office  based  its  criminal  inves- 
tigation on  information  that  a  material  percentage  of  students 
either  never  attended  the  Culinary  School  of  Washington  or 
dropped  out  prior  to  graduation.  What  were  the  results  of  that  in- 
vestigation? 

Mr.  Thomas.  I  am  sorry,  Mr.  Chairman,  I  can't  provide  that.  I 
will  be  happy  to  do  it  for  the  record,  if  I  may. 

Senator  Nunn.  Okay.  If  you  do  have  that,  could  you  get  it  to  us? 
wf  aregoing  to  be  going  into  this  some  tomorrow. 

Mr.  Thomas.  We  will  get  it  back  to  your  staff  this  afternoon,  sir. 

Senator  Nunn.  Senator  Roth. 

Senator  Roth.  Going  back  to  the  Culinary  School  of  Washington, 
your  audit  report  in  February  1988  states,  r'Based  on  the  results  of 
our  review,  we  concluded  that  Culinary  School  of  Washington's 
management  was  fully  aware  of  this  non-compliance  with  student 
financial  aid  regulations  but  failed  to  implement  corrective  actions. 
In  our  opinion,  Culinary  School  of  Washington  has  caused  undue 

?rSip  the  student  borrowers,  lending  institutions,  HEAF, 
and  ED,  and  has  caused  the  Federal  Government  thousands  of  dol- 
lars m  unnecessary  interest  and  special  allowance  costs." 

What  did  your  office  do  about  these  findings? 

u  *ui  'Si0MAf"  Can  1  Provide  the  answer  to  that  for  the  record,  Mr. 
Koth?  The  thing  I  am  unsure  about  is  what  actions  have  been 
taken.  The  process  is  that  when  we  prepare  the  report  and  give  it 
to  management,  then  we  have  a  process  by  which  we  make  sure 
that  management  takes  an  action,  they  report  back  to  us,  and  then 
we  ultimately  will  close  our  report,  but  not  before  we  are  satisfied 
that  action  has  been  taken.  I  can't  tell  you  specifically  here  and 
now  what  that  action  was,  and  so  if  I  can  provide  that  for  the 
record  I  will  be  happy  to. 

Senator  Roth.  I  would  also  like  to  know  what  the  Department  of 
Education  did  in  response  to  this. 

Senator  Roth.  Now,  on  May  21,  1990,  your  office  issued  an  in- 
spection report,  N-OOO09O3— I  am  sure  that  immediately  comes  to 
your  mind— on  the  Culinary  School  of  Washington.  This  report  was 
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issued  soon  after  the  Culinary  School  had  gone  out  of  business.  On 
the  first  page  of  the  report  it  states,  "The  serious  and  recurring 
nature  of  the  determinations  discussed  in  this  report  demonstrates 
that  the  Culinary  School  of  Washington  lacks  the  administrative 
capability  to  participate  in  Title  IV  programs." 

Why  wasn't  anything  done  prior  to  this  report  U>  remove  the 
Culinary  School  from  this  program? 

Mr.  Thomas.  I  can't  answer  that  question,  Mr.  Roth.  The >vnh- 
nary  School  has  an  interesting  history.  The  oversight  of  the  ditter- 
ent  organizations  goes  back  into  the  early  1980s  where  the  guaran- 
tee agencies  have  looked  at  it,  the  Department  has  looked  at  it,  the 
Inspector  General  has  looked  at  it,  and  each  one  of  them  have 
made  recommendations  that  things  ought  to  happen,  and  ultimate- 
ly it  resulted  precisely  in  what  you  say  there. 

As  we  started  this  inspection— one  of  the  thrusts  behind  this  con- 
cept of  doing  an  inspection  is  to  try  to  get  away  from  the  time  that 
it  now  takes  to  get  results  implemented  from  audits  and  from 
criminal  investigations.  As  you  perhaps  well  know,  when  we  do  a 
thorough  audit,  it  may  be  a  year  and  a  half  before  we  get  a  report 
and  get  action  taken  on  that.  In  the  meantime,  the  school  contin- 
ues to  get  aid.  If  we  are  doin(c  a  criminal  investigation,  it  may  be  1 
or  2  or  3  or  6  years  before  it  goes  to  trial,  and  in  the  meantime  the 
school  continues  to  get  aid. 

So  what  we  tried  to  do  was  develop  a  mechanism  by  which  we 
could  gather  sufficient  evidence  to  bring  to  the  program  staff  and 
the  Department  that  they  could  stop  aid  if  we  found  conditions 
that  were  flagrant  enough  to  do  that,  and  this  was  a  process  that 
we  started  and  we  have  issued  now  I  think  six  reports,  and  it 
seems  to  be  working.  It  3eems  to  be  that  we  can  now  stop  the  aid 
from  going  to  those  schools  that  are  significantly  abusing  the  proc- 
ess. Prior  to  that  time,  because  of  many  of  these  other  administra- 
tive processes  that  you  have  to  go  through,  it  just  didnt  happen, 
and  I  can't  answer  fully  the  specific  question  that  you  asked. 

Senator  Roth.  Do  you  know  when  the  Culinary  School  declared 
bankruptcy? 

Mr.  Thomas.  It  was  shortly— it  was  about  the  time  that  we  went 
in,  December  1988.  We  were  going  in  like  on  a  Monday- 
Ms.  Schwaktz.  1989.  . 
Mr.  Thomas.  We  were  going  in  like  on  a  Monday  to  start  the  in- 
spection, and  like  the  preceding  Thursday  my  recollection  is  they 
declared  bankruptcy. 

Senator  Roth,  well,  let  me  go  back  to  your  statement  that  an 
audit  takes  a  year  and  a  half.  It  seems  like  the  situation  is  such 
that  the  barn  doors  are  closed  after  the  horses  are  stolen.  What 
can  we  do  about  this?  ,         .  ,  .    ,  . 

Mr.  Thomas.  Well,  one  of  the  things  that  we  have  tried  to  do  is 
institute  this  inspection  process  so  we  can  get  immediate  action 
after  we  gather  together  certain  facts.  I  can  share  just  a  horror 
story  with  you,  Mr.  Roth,  that  is  happening  even  as  we  speak. 

We  started  a  criminal  investigation  concerning  a  proprietary 
school  in  Boston  which  also  has  offices  in  20  or  30  other  cities 
around  the  country.  That  was  in  1984.  Ultimately  that  school  was 
indicted,  and  as  we  sit  here  today  the  trial  is  going  on.  Now,  that 
investigation  started  in  1984  and  that  school  is  still  getting  aid. 
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The  school  has  been  indicted,  the  owner  was  indicted,  and  the  like, 
and  yet  there  is  still  money— this  was  one  of  the  three  or  four  larg- 
est proprietary  schools  in  this  country  of  ours  in  1986  or  1987. 

Senator  Nunn.  Have  they  been  processing  and  receiving  Federal 
student  money  since  that  time  and  still  are? 

Mr.  Thomas.  Yes,  sir,  absolutely. 

Senator  Nunn.  Do  you  have  any  suggestions  as  to  ways  we  can 
deal  with  that  by  changing  the  law. 
Mr.  Thomas.  Well,  I  think  part  of  it  is  this  phrase  that  I  used 
requiring  a  hearing  on  the  record  " 

Part  of  it  is,  I  think,  these  new  regulations  that  are  now  effective 
next  week  on  emergency  action  where  you  can  stop  the  flow  of 
funds.  What  has  happened  before,  the  Department  had  regs  that 
allowed  it  to  take  emergency  action,  and  they  were  stricken  down 
in  the  courts.  And  as  a  consequence  we  were  not  able  to  use  them 
until  the  present  time.  A  law  was  passed  last  year,  regs  were  im- 
plemented, and  now  they  are  effective  next  week.  In  fact,  the  22nd 
of  September  will  be  the  first  day  that  we  can  use  them. 

We  plan  to  immediately  use  them,  and  there  are  a  number  of 
schools  out  there  right  now  getting  aid  that  should  not  be,  based 
upon  prior  experiences  with  them.  I  think  that  the  Department 
plans  to  take  act;,  a  next  week  against  some  of  those  schools 
through  this  emergency  action  regulatory  process,  and  we  will  just 
see  how  it  works.  If  it  is  stricken  down  again  in  court,  well,  we  will 
try  something  else,  Mr.  Chairman. 

Senator  Roth.  I  want  to  go  back  to  the  question  of  de-certifica- 
tion.  You  indicated  there  that  the  regulations  were  not  adequate, 
but  you  were  not  clear,  at  least  as  far  as  I  understood  you,  as  to 
whether  the  Department  had  adequate  authority;  is  that  correct? 

Mr.  Thomas.  Yes,  sir,  that's  correct. 

Senator  Roth.  Is  there  a  potential  liability  there- 
Mr.  Thomas.  I  am  not  sure  I  am  following  you. 

Senator  Roth.  If  you  improperly  decertify  is  there  a  problem  of  a 
matter  going  to  the  courts? 

Mr.  Thomas.  I  am  not  an  attorney,  Mr.  Roth,  but  I  don't  think 
so.  My  perspective  was  that  some  of  the  things  that  need  to  be 
done,  there  may  net  be  statutory  authority  that  would  allow  the 
Department  to  do  them.  But  what  we  are  suggesting  is,  in  this 
process  that  we  had  up  there,  is  on  making  the  certification  rela- 
tive to  the  financial  responsibility  and  administrative  capability, 
that  they  make  that  a  meaningful  process,  because  what  we  found, 
as  demonstrated  in  some  of  our  audit  reports,  was  that  frequently 
the  school  would  come  in  and  on  the  surface  of  the  documents  that 
were  submitted  you  knew  they  were  not  financially  strong,  and  yet 
they  would  be  certified  and  they  would  be  put  on  what  is  called  a 
watch  list,  and  2  years  later  they  would  be  out  of  business. 

So  they  are  almost  doomed  to  fail  at  the  outset,  and  so  among 
the  recommendations  that  we  have  made  in  our  audit  reports  is  a 
strengthening  of  that  process. 

Now,  the  thing  I  am  uncertain  about  relative  to  your  question  is 
whether  the  Department  has  the  legal  authority  at  the  present 
tune  to  implement  all  of  those  recommendations,  or  whether  some 
of  them  will  be  included  in  the  higher  education  reauthorization 
proposals  for  next  year. 
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Senator  Roth.  One  final  question,  Mr.  Chairman,  going  back  to 
the  statement  that  there  may  be  inadequate  personnel,  do  you 
have  any  estimate  of  what  in  the  way  of  additional  personnel  needs 
would  be,  and  what  the  cost  would  be  of  that?  # 

Mr.  Thomas.  I  do  not,  Mr.  Roth.  The  reason  I  don  t  is  because  if 
you  try  to  isolate  this  one  little  staff  here,  which  say  has  eight 
people  doing  this  function  today,  and  you  say,  well,  they  need  six 
more,  well  over  here  there  is  another  group  of  10  doing  something 
and  they  may  need  12,  or  they  may  not  need  but  six,  and  I  don  t 
have  that  kind  of  information  and  I  would  I  think  be  remiss  if  1 
tried  to  give  you  an  estimate  of  that.  , 

Senator  Nunn.  Who  in  the  Department  of  Education— I  know 
the  Secretary  is  ultimately  responsible— but  who  would  make  these 
decisions  about  giving  them  enough  personnel?  Where  do  we  look 

^Mr^T^M^^beJieve  that  it  is  a  triad,  even  though  I  hate  using 
that  word,  Mr.  Chairman.  It  is  the  program  assistant  secretary  who 
makes  the  proposal;  it  is  the  chief  budget  and  policy  officer  who 
analyzes  that  proposal  and  makes  a  recommendation;  and  then  it  is 
the  Secretary  who  makes  a  decision.  Now,  ultimately  the  3  ot  them 
come  together  and  collaborate  and  make  that  final  decision,  but  it 
is  the  Secretary's  decision.  And  that  is  true  with  each  senior  offi- 
cer, myself  included.  ,  ,    .  . 

Senator  Roth.  Mr.  Chairman,  I  would  ask  that  at  the  beginning 
of  these  hearings  that  we  include  a  statement  by  the  Honorable 
Marge  Roukema  of  New  Jersey,  including  an  op-ed  prepared  by 
her,  as  part  of  the  record.  [See  Exhibit  No.  113.] 

Senator  Nunn.  Without  objection  it  will  be  included. 

Senator  Roth.  I  thank  the  Chairman. 

Senator  Nunn.  Thank  you,  Senator  Roth. 

Mr.  Thomas,  one  final  question.  How  long  have  you  been  in  your 
current  position? 

Mr.  Thomas.  A  little  over  10  years  now,  Mr.  Chairman. 

Senator  Nunn.  Over  the  years  you  have  looked  at  this  program  1 
am  sure  over  and  over  again  and  gotten  into  investigation  after  in- 
vestigation, and  during  the  course  of  those  investigations  I  am  sure 
that  you  have  come  out  with  a  lot  of  different  recommendations. 

Could  you  give  us,  for  the  record,  the  recommendations  you  have 
made  about  how  this  program,  this  overall  student  aid  program, 
should  be  changed,  those  recommendations,  and  give  us  the 
changes  that  have  been  made  based  on  those  recommendations, 
and  where  there  have  been  no  changes  made  indicate  that?  Umld 
we  have  a  litany  of  your  recommendations?  . 

Mr.  Thomas.  We  will  make  every  effort  to  do  that,  Mr.  Chair- 
man. 

Senator  Nunn.  And  particularly  your  most  recent  ones. 

Mr.  Thomas.  Recognizing,  of  course,  that  the  testimony  here  has 
some  draft  reports  where  the  Department  has  not  even  decided 
whether  it  agrees  with  us  or  not.  ,    .      «    _  , 

Senator  Nunn.  Well,  I  am  not  really  asking  whether  the  Depart- 
ment agrees  or  doesn't  agree,  I  am  asking  for  your— as  IG— your 
recommendations,  and  then  whether  things  have  been  done  pursu- 
ant to  those  recommendations,  including  changes  in  the  law.  ihat 
would  be  very  helpful  to  us. 
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Mr.  Thomas.  Okay. 

Senator  Nunn.  We  appreciate  your  cooperation  and  help  and  we 
look  forward  to  continuing  to  work  with  you. 

We  had  planned  to  have  today  a  panel  that  we  will  have  the  first 
thing  tomorrow  morning.  We  will  have  Mr.  Thurston  Manning, 
President,  Council  of  Post-Secondary  Accreditation;  Jan  V.  Fried- 
heim,  former  member,  National  Advisory  Committee  on  Accredita- 
tion and  Institutional  Eligibility;  Debbie  De  Vries,  former  Vice 
President,  Accrediting  Council  for  Continuing  Education  and 
Training;  and  Elizabeth  Imholz,  Esquire,  Director,  Consumer  Unit, 
South  Brooklyn  Legal  Services  tomorrow  morning  at  8:30. 

And  then  we  will  have  a  number  of  other  witnesses  tomorrow 
morning,  including  witnesses  concerning  the  Culinary  School  of 
Washington. 

[Whereupon,  at  12:20  p.m.,  the  Subcommittee  adjourned  subject 
to  the  call  of  the  Chair.] 
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ABUSES  IN  THE  FEDERAL  STUDENT  AID 

PROGRAMS 


THURSDAY,  SEPTEMBER  13.  1990 

U.S.  Senate, 
Permanent  Subcommittee  on  Investigations, 

Committee  on  Governmental  Affairs, 

Washington,  DC. 

oJ^L Sute°mmittee  met,  pursuant  to  notice,  at  8:32  a.m.,  in  room 
S0"34?,  Dirksen  Senate  Office  Building,  Hon.  Sam  Nunn  (Chair- 
man ot  the  Subcommittee)  presiding. 

Present:  Senators  Nunn,  Roth,  Levin,  and  Lieberman. 

Staff  present:  Eleanore  J.  Hill,  Chief  Counsel;  John  F.  Sopko, 
Deputy  Chief  Counsel;  Mary  D.  Robertson,  Chief  Clerk;  Kim 
Wherry,  Counsel;  David  Buckley,  Chief  Investigator;  Harold  B 
Lippman,  Investigator;  R.  Mark  Webster,  Investigator;  Cynthia 
Gomstock,  Staff  Assistant;  Declan  Cashman,  Staff  Assistant;  Fran- 
cine  Schwartz  Staff  Assistant;  Daniel  F.  Rinzel,  Chief  Counsel  to 
?uTty;0CaA  Martin,  Assistant  Chief  Clerk  to  Minority;  Blaine 
Flumps,  Staff  Assistant  to  Minority;  Aaron  Bayer  (Senator  Lieber- 
man); Jack  Mitchell  (Senator  Levin). 

OPENING  STATEMENT  OF  SENATOR  NUNN 
Senator  Nunn.  The  Subcommittee  will  come  to  order. 
Today  the  Permanent  Subcommittee  on  Investigations  begins  our 
second  day  of  hearings  on  how  allegedly  "bad"  proprietary  schools 
?  *u  y  an,d,  continue  to  operate,  often  for  long  periods  of  time, 
m  the  Iitle  IV  program.  The  Federal  student  assistance  program 
relies  upon  a  triad  of  state  licensing  authorities,  accrediting  agen- 
cies, and  the  U.S.  Department  of  Education  to  protect  the  taxpayer 
and  the  student.  r  J 

fT^ruay'S  testimony  before  this  Subcommittee  suggested  that 
at  best  the  program  does  a  very  poor  job  of  assuring  quality  educa- 
tion to  the  thousands  of  students  who  participate  in  it.  At  worst 
the  hearing  record  shows  that  t!  Is  program  routinely  accepts  what 
can  be  described  as  a  rogues'  gallery  of  con  artists  and  sharp  opera- 
tors who  prey  upon  the  gullibility  of  soidents  and  ineptitude  of  reg- 
ulatory authorities.  6 
In  that  context,  the  Subcommittee  today  will  review  the  case 
study  of  a  proprietary  school  which  operated  for  approximately  10 
years  until  declaring  bankruptcy  this  past  January.  We  will  re- 
ceive testimony  from  the  Subcommittee  staff  concerning  their  ex- 
amination of  the  Culinary  School  of  Washington.  This  *tudy  will 
not  only  document  abuses  that  occurred  at  the  school,  but  more  im- 
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portantly,  the  action  and  inaction  of  the  various  state  and  private 
agencies  responsible  for  regulating  this  proprietary  school  and  its 
access  to  Title  IV  funding. 

We  had  planned  to  hear  testimony  from  the  owners  of  the  school, 
Mr.  Barkev  and  Mary  Ann  Kibarian.  Since  subpoenaing  the  Kibar- 
ians,  both  have  asked  for  continuances  of  their  appearances.  Mr. 
Kibarian  alleges  that  within  24  hours  of  the  time  he  was  served  his 
Subcommittee  subpoena  at  his  Potomac,  Maryland,  home  he  expe- 
rienced a  recurrence  of  stroke-like  symptoms.  His  physician,  Gil- 
bert Eisner,  a  medical  doctor,  has  asked  that  for  the  immediate 
future  Mr.  Kibarian  not  be  placed  in  any  stressful  situation.  We 
were  told  by  Mr.  Kibarian's  physician  that  Mr.  Kibarian  may  have 
suffered  a  small  stroke  in  May,  but  he  found  little  evidence  of  addi- 
tional stroke-related  problems  until  last  Friday  when  told  by  Mr. 
Kibarian's  attorney  that  his  client's  speech  was,  probably, 
slurred.  The  physician  felt  it  would  be  best  for  Mr.  Kibarian  to  rest 
for  several  weeks  to  make  sure  there  were  no  further  symptoms. 

Although  I  must  -iay  I  am  a  bit  skeptical  of  the  recent  deteriora- 
tion in  his  medical  condition,  at  this  time,  with  the  abundance  of 
caution  and  in  consideration  of  his  health  and  depending  on  the 
doctor  very  heavily,  which  at  this  stage  we  have  to  do,  we  are 
granting  a  continuance  of  his  appearance  today.  We  intend  to  re- 
schedule his  appearance  until  later  this  session,  hopefully  m  the 
n&xt  few  weeks* 

We  have  two  letters  from  the  Kibarians'  attorney  requesting  that 
their  appearance  be  rescheduled,  and  I  will  ask  that  they  be  en- 
tered into  the  record  without  objection.  [See  Exhibit  Nos.  86  and 
87  ] 

In  addition,  we  have  also  rescheduled  until  later  in  this  session 
the  appearance  of  Mrs.  Kibarian,  the  former  president  of  the 
school.  We  granted  her  a  continuance  due  to  previously  scheduled 
surgery  for  her  elderly  mother,  but  also  considering  that  her  hus- 
band, who  was  certainly  one  of  the  prime  movers  in  this,  would  not 

We  do  expect  to  hear  from  Dr.  Robert  E.  Taylor  of  the  National 
Association  of  Trade  and  Technical  Schools  and  Roger  J.  Williams 
of  the  Accrediting  Council  for  Continuing  Education  and  Training. 
These  two  accrediting  bodies  accredited  the  Culinary  School  of 
Washington  as  meeting  their  associations'  standards  for  providing 
quality  education  to  Culinary  School  students. 

We  will  close  today's  hearing  with  a  panel  of  State  regulators, 
including  representatives  from  the  Education  Departments  of  Flori- 
da and  Illinois,  as  well  as  the  President  of  the  Texas  Guaranteed 
Student  Loan  Corporation.  These  witnesses  will  present  another 
view  of  the  problems  with  the  Title  IV  program,  problems  that 
they  must  confront  daily  in  attempting  to  regulate  this  complex 
and  important  sector  of  our  national  educational  community. 

Our  first  panel  this  morning  is  the  panel  that  had  been  sched- 
uled to  testify  yesterday.  They  were  considerate  of  the  Subcommit- 
tee. We  were  running  very  late  yesterday  and  Senators  were  being 
called  to  other  meetings,  and  we  appreciate  their  being  willing  to 
remain  and  come  this  morning. 

We  have  today  a_panel  consisting  of  Mr.  Ted  Manning,  President 
of  the  Council  on  Post-Secondary  Accreditation,  a  trade  organiza- 
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tion  for  accrediting  agencies.  Mr.  Manning,  we  are  glad  to  have 
you.  Jan  V.  Friedheim,  currently  a  Dallas,  Texas,  proprietary 
school  owner,  member  of  the  AICS  Board  of  Directors  and  former 
member  of  the  Department  of  Education's  National  Advisory  Com- 
mittee on  Accreditation  and  Institutional  Eligibility.  We  are  glad 
to  have  you-  Deborah  D.  De  Vries,  a  former  Vice  President  of  the 
Accrediting  Council  for  Continuing  Education  and  Training.  We 
are  pleased  to  have  you.  And  Elizabeth  Imholz,  a  senior  attorney 
with  South  Brooklyn  Legal  Services  and  an  attorney  for  many  ag- 
grieved proprietary  school  students. 

These  witnesses  will  give  us  their  impressions  of  the  strengths 
and  the  weaknesses  of  the  triad  system  used  to  evaluate  a  schools 
qualifications  to  participate  in  the  Federal  student  financial  aid 
program.  We  welcome  all  of  you  here  this  morning.  As  you  ob- 
served yesterday  if  you  were  here,  we  swear  in  all  the  witnesses 
before  the  Subcommittee-  We  have  done  that  for  years,  so  we  will 
appreciate  each  of  you  standing  and  I  will  give  you  the  oath. 

Do  you  swear  the  testimony  you  give  before  the  Subcommittee 
will  be  the  truth,  the  whole  truth  and  nothing  but  the  truth  so 
help  you  God? 

Mr.  Manning.  I  do. 

Ms.  Friedheim.  I  do, 

Ms.  De  Vries.  I  do. 

Ms,  Imholz.  1  do. 

Senator  Nunn.  I  believe  we  have  here  Mr.  Manning  starting 
with  you,  but  we  don't  have  any  particular  order,  if  you  prefer  oth- 
erwise, but  I  have  Mr.  Manning,  Ms.  Friedheim,  Ms.  De  Vries,  and 
then  Ms.  Imholz. 

Mr.  Manning.  Ms.  Imholz  would  like  to  go  first,  if  that  is  agree- 
able, Senator. 

Senator  Nunn.  That  is  certainly  agreeable  with  me  if  it  is  agree- 
able with  the  panel. 

TESTIMONY  OF  ELIZABETH  IMHOLZ,  ESQ.,  DIRECTOR. 
CONSUMER  UNIT,  SOUTH  BROOKLYN  LEGAL  SERVICES  1 

Ms.  Imholz.  Thank  you  very  much. 

Good  morning,  Mr.  Chairman,  members  of  the  Committee.  I  have 
submitted  a  prepared  statement  and  ask  that  it  be  entered  into 
record  and  I  will  just  summarize  my  remarks. 

Senator  Nunn,  Without  objection. 

Ms.  Imholz.  I  am  the  consumer  law  specialist  for  Legal  Services 
of  New  York  City,  whose  neighborhood  offices  provide  free  legal 
representation  to  low-income  persons.  Over  the  past  4  years  our  of- 
fices have  been  deluged  with  hundreds  and  hundreds  of  complaints 
about  proprietary  trade  schools,  students  defrauded  by  promises  of 
free  training  and  high  paying  jobs,  tricked  into  signing  for  loans 
thev  didn't  necessarily  need  or  want  or  understand,  disgusted  by 
broken  equipment  and  teachers  who  didn't  teach,  or  sometimes 
didn't  even  show  up  for  classes,  and  ultimately  sued  or  harassed 
because  of  defaulted  loans  that  they  could  not  repay. 


1  See  p  Z14  for  Ms.  Imholz'  prepared  statement. 
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On  the  front  lines  my  colleagues  and  I  across  the  country  are 
seeing  a  human  disaster  of  immense  proportions  for  our  clients 
lives  related  to  proprietary  trade  schools.  Each  day  I  continue  to 
receive  phone  calls  from  students,  from  counselors,  from  other  ad- 
vocates, other  lawyers,  asking  about  how  to  deal  with  proprietary 
trade  school  problems  and  related  financial  aid  matters. 

It  is  no  exaggeration  to  say  that  nearly  every  client  who  walks 
into  our  office  nas  either  had  a  problem  herself  or  has  a  friend  or 
relative  who  has  had  a  problem  with  a  proprietary  trade  school. 
We  have  therefore  made  them  a  top  priority  of  our  consumer  cases 
in  New  York  City.  I  currently  have  complaints  against  roughly  20 
trade  schools  in  New  York,  and  have  brought  several  class  actions 
against  these  schools,  only  to  have  these  schools  enter  bankruptcy. 

Senator  Nunn.  Are  you  getting  complaints  on  other  schools 
other  than  proprietary  also?  .  . 

Ms.  Imholz.  No.  I  am  not  sure  why  that  is.  I  mean,  perhaps  it  is 
the  nature  of  the  schools  that  my  clients  tend  to  go  to,  but  I  don  t 
currently  have  those  tyr»es  of  complaints. 

So  far  the  frustrating  results  of  our  litigation  and  other  efforts 
have  been  prolonged  litigation  against  corporate  shells  with  little 
or  no  assets,  students  who  have  received  no  training  or  jobs  and  yet 
are  saddled  with  these  defaulted  loans,  which  will  bar  them  from 
any  further  educational  opportunities,  grants  or  loans  being  barred 
if  you  have  a  defaulted  loan. 

We  have  come  to  recognize  the  limited  benefits  of  litigating 
within  such  a  fundamentally  flawed  system  where  the  accrediting 
bodies  and  the  U.S.  Education  Department  sometimes  seem  aligned 
with  the  schools  against  the  student  consumers'  interests,  and 
where  school  bankruptcy  filings  interfere  with  financial  recovery. 
Daily  we  hear  from  our  clients  these  far-reaching  consequences  in 
their  lives,  including  damaged  credit  ratings,  loss  of  confidence  in 
themselves,  and  I  think  very  importantly,  a  loss  of  faith  in  the  gov- 
ernmental system  that  allowed  funds  to  flow  so  freely  to  fraudu- 
lent operations.  An  even  greater  damage  perhaps  is  their  disen- 
franchisement  from  the  educational  system  and  perhaps  from  the 
work  force  as  well.  Many  of  them  are  already  public  assistance  re- 
cipients and  don't  see  any  hope  of  getting  off  that  once  they  are 
stuck  with  a  defaulted  loan. 

Senator  Nunn.  In  other  words,  this  takes  a  bad  situation  and 
makes  it  almost  incurable  in  terms  of  them  feeling  that  they  have 
a  chance  in  life. 

Ms.  Imholz.  That's  right.  It  is  tremendously  frustrating  to  feel 
like  they  took  the  step,  they  took  the  chance,  they  committed 
themselves  to  bettering  their  lives  and  now  are  in  a  worse  position 
than  they  were  before. 

Because  it  has  been  impossible  after  the  fact  to  rectify  the 
damage  perpetrated  by  trace  school  misconduct,  we  have  come  to 
believe  that  legislative  and  administrative  change  is  needed  at  the 
front  end  of  the  process.  Tinkering  with  the  current  system  for 
trade  school  regulation,  we  believe,  is  not  enough,  and  I  offer  the 
following  recommendations  for  some  changes. 

First,  proprietary  schools,  it  seems  to  me,  should  be  regulated  dif- 
ferently from  other  institutions  of  higher  education.  The  present 
scheme  has  developed  standards  and  controls  oriented  toward  regu- 
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lating  traditional  nonprofit  institutions  of  higher  education.  This 
system  has  failed  to  maintain  minimal  levels  of  quality  in  proprie- 
tary trade  schools  and  in  fact  may  have  fostered  widespread  fraud- 
ulent practices.  For  example,  Leonard  Hausman,  a  former  owner  of 
a  computer  school  in  New  York,  convicted  of  theft  of  Federal 
funds,  testified  at  a  related  criminal  trial  that  in  1981  when  he 
opened  his  school,  prior  to  Federal  funding,  he  was  drawing  a 
salary  of  $10,000  to  $12,000.  One  year  after  receiving  accreditation, 
I  bcheve  by  NATTS  but  I  am  not  sure,  and  once  the  Federal  funds 
starting  flowing,  his  salary  jumped  to  $700,000  per  year.  Through 
litigation  aw!.  bankruptcy  filings  we  are  learning  of  countless  ex- 
amples like  this  of  school  owner  fortunes  and  real  estate  empires 
derived  from  guaranteed  student  loan  funds  and  built  on  the  backs 
of  poor  students  who  wanted  nothing  more  than  to  better  their 
lives  by  getting  quality  training  and  a  job.  Clearly,  as  we  heard 
from  Mr.  Downs  yesterday,  the  system  seems  to  provide  some  real 
incentives  for  this  sort  of  profiteering. 

One  solution,  it  seems  to  me,  is  to  acknowledge  the  difference  be- 
tween proprietary  trade  school  businesses  and  other  institutions  of 
higher  education  and  to  separate  their  funding  and  regulation.  Job 
training  and  placement,  the  stated  goals  of  proprietary  schools, 
naturally  lend  themselves  to  different,  more  objective  measures 
and  standards  than,  for  example,  a  liberal  arts  education.  Proprie- 
tary schools  could  thus  be  removed  from  Title  IV  programs  in  the 
jurisdiction  of  the  U.S.  Education  Department  and  funded,  if  they 
are  to  be  at  all,  under  a  separate  type  of  program  conditioned  on 
pertormance  standards. 

irte^  we  heard  vesterday  fr°m  the  Inspector  General  at 
U.&.  M)  that  employees  in  the  Department  just  may  not  have  the 
proper  expertise,  the  business  background,  the  prosecutorial  train- 
ing needed  to  adequately  oversee  the  scope  of  the  proprietary  trade 
school  problem.  The  Department's  traditional  role  is  in  matters  re- 
lating to  education,  not  job  training  and  not  businesses  and  not 
criminal  activity.  So  placing  regulation  of  trade  schools  under  a 
more  appropriate  agency,  such  as  perhaps  the  Department  of 
Labor,  I  don  t  know,  would  perhaps  make  more  sense. 

Senator  Nunn.  Or  perhaps-go  ahead,  excuse  me.  I  had  a 
thought  which  I  have  repressed.  Go  ahead. 

Ms.  Imholz.  I  want  to  be  clear  that  my  clients  clearly  express 
and  have  a  strong  desire  for  basic  literacy  training,  English  as  a 
second  language,  equivalency  diploma  training,  and  job  training, 
and  public  funding  is  sorely  needed  to  provide  free  and  low-cost 
programs  of  that  nature  and  of  a  high  quality.  But  based  on  my 
clients  experiences,  those  needs  are  just  not  being  met,  and  to  the 
contrary,  they  are  being  put  in  a  worse  position  under  the  current 
system. 

A  second  recommendation  is  that  the  current  accreditation  and 
Department  of  Education  scheme  of  regulation,  if  it  is  to  be  contin- 
ued, must  be  dramatically  modified.  Congress  should  enact  specific, 
exacting  standards  to  make  the  process  meaningful.  The  Depart- 
ment of  Education  relies  almost  exclusively  on  private  accrediting 
agencies.  Its  self-evaluation  and  peer  review  system  is  clearly  not 
taking  care  of  the  problem.  In  my  view,  there  are  two  basic  flaws 
in  this  process.  First,  the  Federal  statute  lacks  specific  direction  as 
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to  the  standards  the  Secretary  should  use  in  recognizing  accredit- 
ing bodies.  Therefore,  unreliable  agencies  may  be  given  a  powerful 
role  in  assessing  the  quality  of  trade  schools,  which  opens  the  flood 
gates  to  Federal  funding.  Unreliable  accreditors  create  the  false 
impression  for  my  clients  that  accredited  schools  have  been  en- 
dorsed by  truly  objective  evaluating  bodies  acting  for  the  Federal 
Government  and  therefore  the  student  needn't  make  any  further 
sort  of  consumer  inquiry  about  the  record  of  the  school. 

A  second  flaw  in  the  accrediting  process  is  that  the  inadequate 
statutory  and  regulatory  requirements  for  accreditors  have  allowed 
them  to  evade  responsible  decision-making  about  what  schools  to 
accredit  or  to  terminate  from  accreditation.  Accreditation  seems  to 
be  routinely  granted  without  giving  weight  to  records  of  complaints 
about  or  findings  against  schools  by  State  regulators,  without 
regard  to  the  owner  s  prior  convictions,  for  example,  and  some- 
times without  site  visits.  For  example,  the  owner  of  Adelphi  Insti- 
tute, the  computer  school  with  the  vanishing  library,  which  Kim 
Wherry  described  yesterday,  the  owner  had  been  convicted  of  de- 
frauding the  Federal  Government  of  manpower  training  funds  in 
February  of  1980.  About  6  months  later,  while  Adelphi's  owner  was 
still  on  probation  for  this  Federal  crime,  the  school  was  granted  ac- 
creditation. .  , 

Similarly,  another  school  which  we  have  sued,  Market  Training 
Institute  in  New  York,  was  also  accredited  although  its  owner  had 
previously  closed  another  school  without  notice  and  owing  the 
State  of  New  York  some  $400,000  in  improperly  received  student 
grant  monies. 

Defining  some  precise  standards  and  responsibilities  for  accredi- 
tors can,  f  think,  no  longer  be  left  to  the  Department  of  Education. 
Leaving  the  responsibilities  between  those  two  parties,  U.S.  ED  and 
accreditors,  ill-defined  has  allowed  and  in  fact  enabled  this  seem- 
ingly endless  cycle  of  finger  pointing  while  never  actually  assuring 
the  integrity  of  the  quality  of  schools. 

We  have  seen,  unfortunately,  that  the  Department  seems  to  ca- 
pitulate to  pressure  from  accreditors.  For  example,  in  1987  the  De- 
partment proposed  some  regulations  which  we  thought  might  be 
helpful  in  tightening  up  the  process  a  bit,  requiring  simple  things 
like  prompt  reporting  by  accreditors  to  the  Secretary  of  termina- 
tion and  probation  actions  taken  against  schools,  presumably  to  fa- 
cilitate the  sharing  of  this  information  so  the  Secretary  could  take 
prompt  action  and  know  who  to  target,  et  cetera.  The  final  regula- 
tions, citing  comments  from  accreditors,  dropped  the  proposal,  stat- 
ing that  the  Department  didn't  want  to  impose  on  accreditors  the 
burden  of  reporting. 

Another  example  of  the  Department's  failure,  in  ul:  view,  to 
protect  student  interests,  is  its  recent  cosponsorship  with  an  accre- 
ditor of  a  booklet  on  choosing  a  vocational  school.  In  1988,  the  De- 
partment had  issued  a  lengthy  report  finding  widespread  problems 
in  the  proprietary  school  industry.  Yet  a  year  later  the  Department 
joined  NATTS  in  sponsoring  this  booklet,  "Getting  Skilled,  Getting 
Ahead,"  which  promotes  proprietary  trade  schools,  does  not  men- 
tion any  other  types  of  vocational  programs,  and  does  not  mention 
any  of  the  problems  of  consumer  fraud  that  the  student  might  en- 
counter in  looking  at  a  proprietary  trade  school.  It  contains  no  ad- 
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monitions  about  U.S.  ED's  own  findings  of  inappropriate  admis- 
sions, excessive  financial  aid  obligations,  or  deceptive  practices  at 
some  proprietary  schools.  In  fact,  the  booklet  unequivocally  states 
that  accreditation  means  that  a  school  truthfully  advertises,  admits 
only  qualified  students,  maintains  equipment,  charges  reasonable 
fees,  et  cetera.  The  Department  of  Education  knows  better.  In  New 
York  every  school  we  nave  sued,  every  school  we  have  complaints 
about,  every  school  in  which  the  owners  have  been  indicted  and 
convicted,  is  accredited.  Yet,  here  the  Department  explicitly  as- 
sures students  that  accreditation  guarantees  them  quality. 

When  students  complain  if  their  school  defrauds  them  or  goes 
into  bankruptcy,  leaving  them  with  a  student  loan  debt  they 
cannot  repay  because  they  haven't  gotten  the  services,  the  Depart- 
ment  says,  "You  should  have  been  a  better  shopper." 

We  believe,  therefore,  it  is  incumbent  upon  Congress  to  legisla- 
tively define,  if  the  scheme  is  to  be  kept  as  it  is,  accrediting  agency 
responsibilities  to  make  clear  who  is  accountable  to  whom. 

One  final  recommendation,  although  I  could  probably  go  on  a 
long  time,  because  the  problem  of  school  bankruptcies  leaves  stu- 
dents with  no  recourse,  we  suggest  that  lenders  and  all  holders  of 
student  loan  papers  be  held  liable  for  student  borrowars'  claims 
and  defenses  against  their  schools.  This  is  especially  appropriate 
where,  as  is  most  often  the  case,  the  school  has  actually  arranged 
for  the  loan  for  the  student.  We  are  currently  litigating  this 
theory,  as  are  others  in  other  parts  of  the  country,  and  there  is 
precedent  for  it  in  the  Federal  Trade  Commission's  "holder  in  due 
course"  rule,  which  I  would  be  glad  to  talk  more  with  you  about  if 
you  are  interested. 

Clear  statutory  direction  on  this  point,  requiring  that  such  a  pro- 
vision preserving  the  student's  claims  and  defenses  in  the  promis- 
sory note,  would  provide  some  real  measure  of  protection  for  stu- 
dents and  incentives  for  the  financial  parties  to  deal  only  with 
scrupulous  schools. 

In  closing,  I  just  wanted  to  add  that  this  Committee's  attention 
to  the  issue  is  very  heartening.  I  have  spent  the  past  several  years 
talking  to  people  in  Washington  about  this  issue  and  trying  to  urge 
reform  and  have  generally  gotten  a  very  cool  reception.  It  is  no 
secret  that  the  proprietary  school  industry  and  the  accreditors 
have  a  strong  presence  in  Washington  that  students  do  not  have.  I 
hope  the  time  has  come  to  redress  that  imbalance  and  that  the 
true  intended  beneficiaries  of  these  student  aid  programs,  the  stu- 
dents, will  now  be  the  focus  of  reform. 

Thank  you  very  much. 

Senator  Nunn.  Thank  you  verv  much,  Ms.  Imholz.  That  will  be 
very  helpful.  Your  suggestions  will  be  very  helpful. 

Let  me  throw  one  other  possibility  out  that  has  been  mentioned 
in  these  hearings  and  get  your  view,  and  then  we  can  get  the  view 
of  the  other  witnesses  after  they  have  testified,  if  they  would  like 
to.  That  is,  instead  of  paying  all  the  money  up  front,  put  this  on 
more  of  a  quarterly  or  monthly  basis  so  that  progress  payments  are 
made  only  as  the  student  stays  in  school  I  mean,  that  is  what  the 
Veterans  Administration  does.  I  don't  know  of  any  other  program 
where  you  get  the  whole  amount  up  front  from  the  Government, 
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the  whole  deal.  We  don't  do  that  in  any  government  contracts  that 
I  know  anything  about. 

What  would  be  wrong  with  doing  that?  . 

Ms.  Imholz.  I  think  that  is  a  very  good  suggestion.  It  is  some- 
thing that  we  have  pushed  on  the  SWe  level  in  New  York  and  I 
think  it  makes  a  lot  of  sense.  It  provide  ihe  kind  of  financial  in- 
centive that  might  do  a  lot  of  good.  t 

I  think  there  is  already  some  sort  of  partial  disbursement  system 
set  up  in  terms  of  the  guaranteed  student  loans  being  divided,  but 
more  of  that,  more  of  a  pro  rata  or  a  reimbursement  system  rather 
than  an  up-front  payment  would  make  a  lot  of  sense  and  provide 
the  right  incentives.  .... 

Senator  Nunn.  Also,  is  there  a  logic  behind  the  pohcv  whereby 
when  a  student  completes  50  percent  of  the  class  that  the  student 
gets  the  whole  amount  of  money? 

Ms.  Imholz.  Well,  I  don't  think  so.  I  think,  and  have  been  sug- 
gesting, pro  rata  liability  should  be  the  standard.  I  know  the 
schools  say  they  put  money  in  up  front  and  therefore  need  to  hire 
teachers,  to  pay  costs,  to  get  that  full  amount  after  50  percent.  To 
me  it  does  not  make  sense.  Students  hang  in  there  for  a  long  time 
because,  in  my  experience,  they  really  want  to  make  it,  and  some- 
times don't  realize  until  quite  far  down  the  road  that  the  program 
really  isn't  going  to  improve  and  isn't  going  to  provide  what  they 
had  hoped  for.  So  I  think  making  it  pro  rata  makes  the  most  sense. 

Senator  Nunn.  Thank  you.  Mr.  Manning,  we  will  go  to  you  next. 

TESTIMONY  OF  THURSTON  E.  MANNING,  PRESIDENT,  COUNCIL 
ON  POSTSECONDARY  ACCREDITATION  * 

Mr.  Manning.  Thank  you.  Senator.  I  am  Thurston  Manning.  I 
am  the  President  of  the  Council  on  Post-Secondary  Accreditation. 
It  is  not,  as  you  characterized  it  earlier,  Senator,  a  trade  associa- 
tion of  accrediting  bodies.  It  is  a  rather  curious  association  of  ac- 
crediting bodies,  since  we  do  not  accept  all  accrediting  bodies  as 
members.  COPA  members  must  have  passed  a  recognition  process, 
demonstrating  that  they  meet  the  provisions  for  recognition  estab- 
lished by  COPA  through  a  rather  rigorous  process  that  might  be 
characterized  as  accrediting  accrediting  bodies.  And,  as  a  conse- 
quence, not  all  accrediting  bodies  recognized  by  the  Secretary  are 
members  of  COPA.  Of  my  two  co-panelists  to  my  left,  one  repre- 
senting AICS  is  a  COPA  member,  another  representing  ACCET,  is 
not  a  COPA  member. 

Senator  Nunn.  Have  they  tried  to  be  a  COPA  member  and 
gotten  turned  down? 

Mr.  Manning.  No,  they  have  not  sought  COPA  membership. 

Nevertheless,  COPA  does  exist  as  a  mechanism  for  improving  ac- 
creditation and  as  a  way  in  which  accrediting  bodies  can  speak 
with  one  voice  on  particular  issues.  We  also,  however,  encourage 
COPA  member  accrediting  bodies  to  express  their  own  views  since 
there  is  frequently  a  variety  of  opinions  on  particular  matters. 

The  issues  that  are  before  this  Subcommittee  are  important  ones 
and  ones  that  the  accrediting  community  considers  very  seriously. 


3  See  p.  254  for  Mr.  Manning's  prepared  statement. 
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Accreditation  exists  to  assist  institutions  to  improve  and  to  provide 
a  public  certification  that  the  institution  has  been  examined  and 
found  at  one  point  in  time  to  meet  the  accrediting  standards.  There 
is  also  the  hope  by  accrediting  bodies  that  those  standards  are  met 
continuously,  and  there  is  a  monitoring  process  carried  out  by  reli- 
able accrediting  organizations  to  try  to  ensure  that.  Nevertheless, 
we  know  that  these  processes  are  not  perfect  and  we  seek  to  im- 


There  has  already  been  displayed  before  the  Subcommittee  the 
idea  of  a  3-part  control  over  institutions  of  post-secondary  educa- 
tion, proprietary  and  other,  beginning  with  control  at  the  State 
level  for  non-public  institutions.  The  State  level  authorization  of  in- 
stitutions has  existed  from  the  very  beginning.  Problems  with  the 
State  .level  authorization  have  also  been  apparent  for  at  least  40 
years.  Because  they  have  been  apparent  for  so  long,  both  in  terms 
of  the  adequacy  of  the  statutes  to  authorize  institutions  and  in 
terms  of  the  resources  placed  by  the  states  at  the  disposal  of  those 
administering  the  statutes,  I  think  it  is  unlikely  that  there  will  be 
any  substantial  improvement  in  State  authorization  activities  in 
the  near  future,  although  I  certainly  hope  there  will  be. 

The  State  higher  education  officers  associations  are  pressing  on 
this  matter.  The  fact  is  we  have  more  than  52  different  jurisdic- 
tions with  multiple  licensing  and  authorizing  agencies  within  each 
of  the  jurisdictions.  It  is  a  very  complex  process  and  it  is  one  that 
has  worked  better  in  some  states  than  in  others,  but  not  as  well  as 
it  should  in  any  State.  As  Ms.  Imholz'  testimony  indicates,  it  does 
not  work  well  in  the  State  of  New  York,  which  probably  has  among 
the  most  stringent  of  the  authorizing  statutes  and  has  made  the 
greatest  amount  of  resources  available  to  administer  them. 

The  second  element  of  the  so-called  triad  is  the  accrediting  orga- 
nizations. These  are  not  public  organizations.  They  are  private, 
non-governmental  organizations,  generally  of  the  institutions  that 
they  themselves  accredit.  The  use  by  the  Federal  Government  of 
the  publicly  declared  accredited  status  of  institutions  has  been  in 
place  for  some  38  years.  It  was  adopted  by  the  Congress  in  1952  as 
a  consequence  of  the  unfortunate  experience  with  the  GI  bill  fol- 
lowing World  War  II.  That  was  an  indication  to  the  Federal  Gov- 
ernment and  the  Congress  that  indeed  there  were  problems  in  the 
State  authorization  process,  and  they  turned  to  this  private  accred- 
itation activity  for  assistance  in  identifying  for  Federal  purposes  in- 
stitutions of  adequate  quality.  For  some  88  years  it  has  served  in 
that  process.  It  has  not  served  perfectly.  It  has  changed.  It  has  im- 
proved. It  has  had  its  successes  as  well  as  its  failures.  But  never- 
theless, it  has  been  an  essential  part  of  the  Federal  process  as  a 
very  curious  dependence  or  utilization  by  the  Federal  Government 
of  a  private  activity. 

The  third  component,  of  course,  is  the  Department  of  Education 
itself.  You  have  heard  a  great  deal  about  that. 

Let  me  say  that  there  are  some  basic  issues  that  need  to  be  con- 
sidered. The  first  is  that  the  issue  of  default,  high  rates  of  default 
is  not  necessarily  equated  to  what  have  been  referred  to  as  "bad'* 
schools.  Bad  schools,  unless  they  are  defined  as  ones  having  high 
rates  of  default,  will  be  not  necessarily  characterized  through  the 
default  rate*  The  fact  is  that  as  we  find  out  more  about  defaulted 
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student  loans,  we  discover  that  they  tend  to  concentrate  among 
those  student  populations  that  come  from  economically  disadvan- 
taged backgrounds  and  who  enroll  in  courses  leading  to  immediate 
job  entry.  you  don't  like  the  jargon,  we  can  say  these  are  poor 
folks  who  are  seeking  training  to  get  a  job. 

When  we  look  in  the  public  community  college  sector,  we  find 
higher  default  rates  in  public  community  colleges  that  serve  inner 
city  communities  than  we  do  in  public  community  colleges  that 
serve  affluent  suburbs;  we  discover  that  the  default  rate  is  higher 
when  they  are  serving  poor  folks  who  are  seeking  training  to  get 
jobs.  Those  are  not  necessarily  bad  institutions.  It  says  something 
about  the  kinds  of  persons  that  they  are  seeking  to  serve. 

Furthermore,  I  think  Mr.  Downs  testimony  yesterday  points  out 
the  fact  that  even  with  high  default  rates  and  overt  fraud  you  may 
have  satisfactory  educational  programs.  There  is  nothing  in  Mr. 
Downs'  scheme  for  defrauding  the  Federal  Government  that  had 
any  bearing  at  all  upon  the  educational  program  of  his  schools.  He 
invented  fictitious  students,  asserted  that  they  were  students,  and 
then  proceeded  to  pocket  the  loan  monies  that  were  received  in 
their  names. 

Senator  Nunn.  I  think  he  distinguished  between  the  first  school 
he  worked  for  and  the  ones  he  owned  and  took  some  pride  in  the 
quality  of  education  of  those  he  owned  while  he  was  creating  the 
fictitious  students.  But  he  did  say  that  the  school  he  worked  for 
where  he  learned  his  business  was  a  very  bad  school,  not  simply  in 
default  rate  but  in  the  quality  of  education,  and  he  said,  I  believe, 
that  if  someone  breathed  and  had  a  driver's  license,  they  were 
deemed  eligible,  and  he  went  into  considerable  detail.  So  it  depends 
on  which  school  he  was  talking  about. 

Mr.  Manning.  That  is  quite  true,  but  in  every  case  where  there 
is  a  high  default  rate  there  is  not  necessarily  a  poor  educational 

erogram.  My  point  is  simply  that  equating  high  default  rates  with 
ad  schools  or  poor  schools  will  lead  us  astray,  because  high  default 
rate  schools  will  be  high  default  rate  schools  for  a  variety  of  rea- 
sons, and  unless  we  have  a  proper  diagnosis  of  the  disease  we  are 
likely  to  get  the  wrong  cure  proposed  for  it. 

Nevertheless,  Senator,  it  is  the  case  that  the  accrediting  agen- 
cies, like  the  Department  of  Education,  have  concern  and  seek  to 
provide  improvement.  In  recent  years  there  have  been  changes  in 
accrediting  standards  bearing  on  recruiting  and  on  the  branching 
of  institutions.  I  have  proposed  in  the  extended  statement,  which  I 
trust  will  be  entered  into  the  record,  that  there  needs  to  be  an  im- 
provement with  respect  to  the  reporting  requirements  of  accredit- 
ing bodies. 

It  is  also  the  case,  however,  that  I  believe  the  Federal  Govern- 
ment has  leaned  too  much  on  the  private  accrediting  system.  The 
private  accrediting  system  exists  for  certain  purposes.  Among  its 
purposes,  however,  are  not  supervision  or  of  Federal  student  loan 
programs  or  Federal  programs  at  all.  There  is  a  need  for  the  Feder- 
al Government  itself,  through  its  Department  of  Education  or  oth- 
erwise, to  take  additional  and  fuller  responsibility  for  the  adminis- 
tration and  supervision  of  these  programs.  It  is  not  realistic  to 
expect  the  private  accrediting  organizations  to  administer  Federal 
regulations  and  to  monitor  Federal  student  financial  aid  programs. 
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Finally— and  I  could  go  on,  like  Ms.  Imholz,  at  some  length— let 
me  point  out  that  there  are  difficult  issues  of  public  policy  here. 
One  of  the  underlying  matters  that  has  been  of  concern  to  the  Con- 
gress is  the  question  of  access  to  post-secondary  education.  Increase 
of  access  has  been  a  goal  of  many  of  the  legislative  initiatives  in 
the  Congress.  When  the  Congress  undertook  to  provide  through 
federally  guaranteed  student  loans  a  means  of  increasing  access  io 
poet-secondary  education,  they  placed  upon  the  system  that  was  in 
place  a  strain  that  we  are  now  experiencing  and  seeing  in  the  high 
default  rates  and  in  the  rise  in  the  level  of  abuse. 

The  fact  is  that  increasing  access  will  cost  us  something.  Many  of 
the  things  that  we  seek  to  do  to  improve  and  to  deal  with  the  prob- 
lems are  activities  that  will  in  fact  decrease  the  access  of  students 
to  post-secondary  education.  This  is  a  difficult  issue  of  public 
policy.  It  is  one  that  must  be  discussed  and  dealt  with  in  detail,  be- 
cause we  need  to  maintain  high  access,  but  we  need  to  improve  the 
system.  We  need  to  improve  the  system  in  ways  that  will  not  de- 
stroy the  access  for  students  to  post-secondary  education. 

Senator  Nunn.  Thank  you  very  much,  Mr.  Manning.  I  agree 
with  that.  I  think  you  have  framed  it  well.  I  would  say  though  that 
the  present  system,  if  left  to  run  its  course,  is  decreasing  the  access 
because  of  the  disillusionment  of  thousands  and  thousands  of  stu- 
dents. So  left  as  it  is,  I  think  we  are  dramatically  decreasing  the 
access  by  letting  fraudulent  people  and  so  forth  basically  run  the 
program.  I  would  agree  with  you  that  a  high  default  rate  does  not 
necessarily  mean  .it  is  a  bad  school.  It  can  be  a  high  default  rate 
school  and  also  a  bad  school  

Mr.  Manning.  Correct. 

Senator  Nunn  [continuing].  Or  it  could  be  based  on  the  economic 
circumstances.  But  in  any  event,  the  taxpayers  have  a  right  to  be 
concerned  about  a  high  default  rate  school  even  if  it  is  providing 
quality  education.  You  have  to  make  a  judgment  about  the  circum- 
stan.m  but  I  don't  think  we  can  simply  say  don't  worry  about  a  50 
percent  default  rate  because  they  are  getting  a  good  education.  I 
think  we  have  to  watch  the  taxpayers'  money  also. 

Let  me  ask  one  question  as  we  go  along  here— and  Senator  Lie- 
berman,  if  you  would  like  to  ask  anything  as  we  go  along  too— your 
organization  is  an  organization  of  accrediting  groups? 

Mr.  Manning.  Accrediting  organizations  and  national  organiza- 
tions that  have  institutions  as  their  members,  such  as  the  Ameri- 
can Council  on  Education,  AAU,  AAC,  and  so  on. 

Senator  Nunn.  How  does  an  organization  get  to  be  part  of  your 
group?  Do  they  pay  you  a  fee  each  year,  a  membership  fee? 

Mr.  Manning,  Yes.  The  accrediting  organizations  that  are  mem- 
bers of  COPA,  along  with  the  other  organizations,  do  pay  annual 
dues,  which  is  based  on  the  number  of  organizations  they  accredit, 
in  the  case  of  accrediting  organizations. 

Senator  Nunn.  And  what  is  the  basic  service  you  provide  to 
them  as  members? 

Mr.  Manning.  We  provide  them  the  recognition  service.  We  pro- 
vide programs  of  professional  development  for  persons  in  the  ac- 
crediting organizations,  including  their  volunteers.  We  provide  pub- 
lications. We  provide  a  national  voice  in  various  meetings  to  en- 
courage the  improvement  of  accreditation. 
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Senator  Nunn.  Does  it  give  their  accreditation  prestige  to  be  a 
part  of  your  group?  Does  that  help  them,  give  them  more  credibil- 
ity? 

Mr.  Manning.  We  hope  so.  „ 

Senator  Nunn.  Do  you  de-recognize  people  who  are  part  of  your 
organization?  Have  you  ever  kicked  anybody  out? 

Mr.  Manning.  That  has  happened. 

Senator  Nunn.  How  frequently  has  that  happened? 

Mr.  Manning.  COPA  has  been  an  organization  in  existence  for 
15  years.  It  was  the  merger  of  two  preexisting  organizations.  In 
that  period  of  time  there  have  been  five  organizations  that  have 
dropped  from  the  COPA  recognition  list  for  a  variety  of  reasons. 

Senator  Nunn.  Was  that  at  your  initiative  or  their  initiative? 

Mr.  Manning.  There  have  been  cases  of  both. 

Senator  Nunn.  You  have  kicked  people  out  then? 

Mr.  Manning.  Let  me  phrase  it  this  way.  At  one  point  the  recog- 
nition provisions  were  altered  and  an  accrediting  organization 
which  had  been  recognized  concluded  it  did  not  wish  to  change  to 
meet  the  new  provisions.  It  therefore  dropped  out.  Whether  you 
characterize  that  as  our  kicking  it  out  or  its  dropping  out,  at  any 
rate  it  is  no  longer  with  us. 

Senator  Nunn.  You  have  toughened  your  standards.  Five  out  ol 
how  many? 

Mr.  Manning.  There  are  currently  60. 

Senator  Nunn.  But  five  would  be  over  15  years.  What  would  be 
your  ratio  over  15  years?  How  many  organizations  have  you  had 
over  15  years?  Do  you  know  that? 

Mr.  Manning.  The  number  has  been  fairly  static;  60  is  not  a  bad 
number  for  a  15-year  period. 

Senator  Nunn.  Ms.  De  Vries,  we  will  hear  from  you  next. 

TESTIMONY  OF  DEBORAH  DAVISSON  DE  VRIES.  FORMER  VICE 
PRESIDENT,  ACCREDITING  COUNCIL  FOR  CONTINUING  EDUCA- 
TION AND  TRAINING  [ACCET] s 

Ms.  Dk  Vries.  Thank  you  and  good  morning.  1  am  pleased  to  be 
here.  My  name  is  Deborah  Davisson  De  Vries  and  I  have  about  16 
years  of  experience  in  adult  education,  beginning  in  capacities  that 
I  think  helped  me  understand  some  of  the  issues  today. 

I  have  worked  in  a  high  school  completion  program  for  the  Ma- 
rines, in  a  pilot  teacher  training  program,  with  the  Air  Force,  in  a 
GED  training  program  with  American  Indians.  I  have  also  taught 
for  several  different  colleges  as  an  associate  faculty  member.  In 
1984  I  joined  ACCET,  which  was  at  that  time  called  the  Council  for 
Non-Collegiate  Continuing  Education,  and  the  initials  were  CNCE. 
ACCET  stands  for  the  Accrediting  Council  for  Continuing  Educa- 
tion and  Training,  it  is  just  easier  to  say  ACCET,  so  I  will  use  that 
for  the  rest  of  my  testimony.  j  • 

I  have  quite  a  lengthy  statement  and  what  I  would  like  to  do  is 
summarize  just  some  of  the  kev  points.  I  support  what  I  have 
heard  Ms.  Imholz  and  Mr.  Manning,  say  earlier  today,  and  I  would 
like  to  make  the  comment  that  what  I  see  as  the  issue  really  is 


*  See  p.  267  for  Ms.  De  Vries'  prepared  statement. 
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learning  to  increase  access  and  at  the  same  time  increase  consumer 
protection.  I  think  if  we  frame  our  need  as  two  positives,  that  that 
will  help  us  have  the  right  focus. 

In  my  experience  at  ACCET  I  had  various  job  titles  and  duties, 
which  included  coordinating  applicant  readiness,  scheduling  on-site 
visits,  training  commission  representatives  and  team  members, 
conducting  on-site  visiting,  developing  and  conducting  applicant 
training  workshops,  and  coordinating  commission  meetings,  so  I 
saw  many  different  aspects  of  the  programs  and  the  accreditation 
process. 

I  visited  over  250  different  schools  in  the  time  that  I  was  at 
ACCET,  and  I  observed  quite  a  variety  of  examples  of  individuals.  I 
observed  programs  and  individuals  who  provided  exemplary  care 
and  commitment,  and  those  who  were  perhaps  more  callous  in 
their  pursuit  of  personal  recognition,  money  or  power.  I  learned 
that  there  is  no  magical  answer  or  clue  to  be  able  to  distinguish 
healthy  growth  and  change  from  a  Jekyll  and  Hyde  growth  and 
change. 

Some  schools  were  able  to  evolve  stably  after  accreditation,  and 
others,  unpredictably,  would  fall  victim  to  the  new  power  and 
wealth  they  acquired  and  lose  the  ability  to  manage  or  educate  ef- 
fectively. So,  in  answer  to  some  of  the  questions  that  occurred  ear- 
lier, I  strongly  believe  that  there  are  changes  after  the  schools  are 
accredited  that  are  not  perceptible  in  the  beginning  phase.  I  also 
think  that  we  can  learn  from  experience  and  put  together  many  of 
the  sins  or  many  of  the  bad  school  tendencies  or  characteristics, 
but  I  believe  that  there  really  is  a  dramatic  change  in  the  school 
structure  after  accreditation,  after  schools  grow. 

I  observed  a  major  change  in  the  underlying  premise  of  owners 
and  schools  in  my  10-year  service.  And  what  happened,  in  my  ob- 
servation, I  believe  represents  a  microcosm  of  what  has  occurred  in 
other  agencies.  When  I  began  working  with  ACCET,  my  organiza- 
tion was  composed  of  144  continuing  education  programs.  I  believe 
that  only  3,  or  2  percent  of  them  at  that  time,  had  access  to  Title 
IV  funding.  The  others  used  accreditation  as  a  public  approval, 
consumer  assurance  avenue,  and  utilized  the  structured  aspect  of 
self-evaluation  and  the  specific  aspects  of  it  in  its  model  as  a  tool 
for  self-improvement. 

By  the  time  that  I  left  ACCET  in  1988,  it  had  accredited  close  to 
400  different  continuing  education  programs,  and  the  number  of 
programs  accessing  Title  IV  was  close  to  50  percent  of  that 
number. 

I  believe  that  many  of  other  variables  changed,  in  addition  to  the 
obvious  in  terms  of  numbers.  When  I  first  began  at  ACCET,  con- 
cepts such  as  change  of  ownership,  addition  of  a  branch,  ddition  of 
a  new  course,  were  actually  very  rare.  By  the  time  I  left,  then* 
were  about  100  requests  for  changes  every  month,  so  the  volume  c 
activity  changed  dramatically,  and  I  think  that  is  an  indicator  of 
some  of  the  other  areas  of  difficulty  we  have  alluded  to  in  the  last 
2  days.  I  believe  that  during  this  time  there  was  a  dramatic  change 
m  the  goals  and  philosophy  of  school  owners,  but  not  necessarily  of 
the  oversight  people.  In  my  definition  of  oversight  I  am  including 
Federal,  State  and  accrediting  bodies.  I  will  focus  particularly  on 
accrediting  procedures. 
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In  1984  there  was  a  rather  small,  consistent  philosophy  among 
school  owners,  seeing  themselves  as  teachers  and  educators  pre- 
dominantly, that  they  were  there  to  nurture  other  people.  The 
oversight  agencies  saw  themselves  as  collegial,  nurturing,  and  edu- 
cating and  really  not  seeing  themselves  as  policemen.  I  think  that 
what  the  Inspector  General  referred  to  yesterday  as  the  concept  of 
having  an  expectation  gap  is  a  very  clear  description  of  what  has 
occurred.  I  think  the  single  most  difficult  area  here  is  that  the  ac- 
crediting agencies  do  not  or  have  not  seen  themselves  as  policemen 
and  that  the  Department  of  Education  had  the  concept,  well,  some- 
body is  policing  so  certainly  it  must  be  you,  because  it  isn  t  us. 

Senator  Ntjnn.  Everybody  is  looking  to  everybody  else  and 
nobody  is  doing  it,  right? 

Ms.  De  Vries.  Right.  And  so  I  think  that  that  issue  of  accrediting 
agencies  not  seeing  themselves  as  policemen  is  a  very  important 
one  to  review.  The  rules  of  the  game  changed  without  a  recognition 
by,  particularly,  the  accrediting  agencies.  Major  changes  in  the 
school  oversight  relationship  occurred  when  schools  were  owned  by 
managers  and  businessmen  rather  than  social  servants  and  educa- 
tors. What  made  sense  to  a  businessman  was  slow  to  be  recognized 
by  an  accrediting  agency  who  needed  to  actually  become  proactive 
in  anticipating  what  other  changes  that  might  lead  to  in  terms  of 
what  needed  to  happen  in  governing  and  looking  at  legislation  and 
regulation,  and  even  in  fee  structure  and  staffing. 

As  an  example,  when  I  first  started,  our  agency  had  no  specif  ic 
standard  that  said  unethical  behavior  was  a  reason  that  accredita- 
tion could  or  would  be  pulled.  Now,  obviously,  unethical  behavior  is 
usually  associated  with  one  of  the  specific  standards.  But  if  for 
some  instance  it  would  not  be,  there  was  no  specific  standard  that 
would  allow  the  accrediting  agency  to  withdraw  accreditation. 
Withdrawal  has  to  be  based  on  a  specific  lack  of  compliance  with  a 
standard.  At  my  suggestion,  a  statement  which  said  "an  honest 
and  ethical  intent  is  implied  by  all  communications"  was  added  as 
one  of  the  standards.  Although  that  sounds  like  a  very  simple  con- 
cept, I  am  trying  to  use  this  example  to  make  a  point  to  show  how 
the  maturity  level  or  the  evolutionary  level  of  an  accrediting 
agency  didn  t  match  the  need  to  recognize  the  need  for  specific 
legal  protection.  It  was  an  assumption  but  not  a  reality,  in  the 
early  phase  of  accreditation  maturation.  This  is  my  analysis,  tn 
simplistic  terms,  of  how  bad  schools  get  into  an  accredited  system 
and  how  they  stay  there,  I  think  there  are  four  key  explanations. 
The  first  one  is  what  I  have  just  alluded  to.  Accrediting  agencies 
and  the  other  oversight  agencies  have  not  matured  as  rapidly  as 
the  bad  schools.  For  example,  if  a  school  deliberately  wants  to  he 
or  cheat  or  steal,  it  will  go  to  great  lengths  to  ensure  that  it  suc- 
ceeds. The  charades  go  beyond  what  I  think  is  anticipated  or  ex- 
pected by  a  reasonably  knowledgeable  visiting  team. 

Several  instances  that  I  recall  illustrate  this  point.  In  one  in- 
stance, actors  were  actually  hired  to  pose  as  students.  Another, 
computer  programs  and  hundreds  of  pages  of  supporting  documen- 
tation were  created  to  establish  false  financial  trails.  In  another 
case,  refund  checks  were  written  and  ledgers  were  made,  all  for 
checks  that  were  never  mailed  to  students.  Finally  in  another  case, 
over  100  student  files  were  completely  fabricated  to  establish  a  list 
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of  graduates  who  did  not  exist.  In  each  of  these  instances  eventual- 
ly the  facts  came  out,  but  the  nurturing  educational  system  of  old 
was  not  equipped  to  go  into  a  school  and  review  tiles  and  detect 
these  charades,  and  this  is  something  that  is  evolving  slowly  but 
surely. 

The  number  2  point  is  that  the  legal  system  is  basically  on  the 
side  of  the  owners;  you  have  heard  that  from  several  sources  in  the 
last  2  days.  Owners  of  schools  can  hide  for  years  behind  due  proc- 
ess and  the  court  &tecc«ed  value  of  a  school  to  keep  accrediting 
agencies  and  sometimes  Federal  and  State  agencies  from  taking  ac- 
tions against  them,  and  that  is  a  recognition— what  the  Inspector 
General  was  mentioning  yesterday — of  how  important  it  is  to  be 
able  to  cut  through  some  of  that  red  tape  and  be  able  to  actually 
stop  the  loans  when  you  have  evidence  that  students  are  being 
hurt. 

Number  3,  the  oversight  organizations  do  not  function  as  a  unit. 
There  is  a  recognizable  lack  of  communication  among  oversight 
agencies.  Part  of  this  is  due  to  petty  jealousy,  part  to  bureaucratic 
territoriality. 

For  example,  the  State  of  California  policy  on  how  a  branch 
must  or  must  not  be  approved  has  changed  dramatically.  Without 
formal  notification  of  policy,  an  official  sent  a  curt  letter  notifying 
ACCET,  at  the  time  I  was  there,  that  the  California  procedure  in 
the  State  did  not  require  dual  approval,  and  in  fact  that  the  accred- 
iting agency  approval  was  enough  and  that  sending  to  the  State 
asking  for  their  approval  was  just  a  burden  in  paperwork  to  the 
State.  Then  later,  with  no  official  notification  or  communication 
from  the  State,  another  tense  letter  was  sent  reversing  this  deci- 
sion, saying  that  State  approval  was  mandatory  before  the  accredit- 
ing agency  had  any  authority  to  approve  a  branch.  Coordinating 
policy  between  State  and  accreditor  became  almost  an  adversarial 
position  when  there  really  was  not  any  preliminary  structured 
communication  going  on.  I  think  this  illustrates  the  point  that 
there  is  a  lack  of  communication  between  State  and  accrediting 
agencies. 

Finally,  number  4,  there  are  conflict  of  interest  issues  which  do 
not  have  effective  direction  or  apoeal  procedures.  For  example,  we 
have  heard  in  the  last  couple  of  days,  fee  structures  of  accrediting 
agencies  represent  such  an  example  of  a  conflict  because  they  are 
supported  by  their  membership,  and  although  this  relationship  has 
indirect  links  and  several  checks  and  balances,  the  basic  premise  is 
something  that  is  always  questionable. 

There  is  tendency  among  human  beings  who  have  been  given  rel- 
ative power  to  become  bully-ish.  I  deliberately  chose  the  word 
"bully  '  rather  than  some  other  word  such  as  intimidators  or  some- 
thing perhaps  more  sophisticated,  because  I  think  all  of  us  relate 
psycholomcallv  to  the  gut  reaction  feeling  of  what  it  feels  like  to  be 
bullied.  1  think  what  we  are  talking  about  in  a  lot  of  ways  is  bully- 
ing at  very  different  levels,  from  the  level  of  the  accrediting  agen- 
cies to  students,  from  the  schools  to  students,  from  the  states  to  the 
students,  states  to  accrediting  agencies,  the  Federal  Government  on 
down. 

I  am  defining  a  "bully"  here  as  someone  who  has  authority  to 
provide  a  needed  service,  accessibility  to  funding,  or  specialized  in- 
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formation,  and  who  isn't  able  to  review  the  situation  from  the  re- 
cipient's point  of  view.  Because  of  this  tendency  that  exists  without 
a  strong  power  to  check  it,  some  use  power  unfairly  and  bribery, 
extortion  and  unresolved  grievances  occur.  I  have  witnessed  and 
heard  of  cases  where  schools  have  felt  compelled  to  perform  ac- 
tions, give  gifts,  or  spend  money  in  ways  not  mandated  by  any  pro- 
cedure because  it  was  felt  these  actions  must  be  done  in  order  to 
maintain  a  status  quo,  to  attain  or  retain  accreditation,  Federal 
funding,  or  State  recognition.  There  needs  to  be  an  ethical  code 
which  is  clearly  disseminated  to  school  owners  and  to  accrediting 
agencies  in  the  same  way  that  schools  are  now  giving  students  a 
bill  of  rights  prior  to  admission. 

If  a  school  owner  or  accreditation  applicant  is  told  he  must  pay  a 
special  consulting  fee  prior  to  being  accepted  for  accreditation 
review,  he  might  not  know  what  his  rights  are  legally. 

Senator  Nunn.  Who  tells  them  that?  You  got  a  school  here  and 
you  got  an  accrediting  agency  here. 

Ms.  De  Vries.  I  have  heard  of  several  different  instances,  but  it 
can  be  that  a  State  official  tells  a  school  that  in  order  for  your  pa- 
perwork to  get  through  the  State  you  need  to  pay  me  a  special  fee, 
or  it  can  be  a  little  more  subtle  with  an  accrediting  official  saying, 
it  looks  like  you  are  going  to  have  difficulty  getting  through  this, 
and  in  order  to  get  through  smoothly  you  need  to  have  some  spe- 
cial consultation,  and  I  will  provide  that. 

Senator  Nunn.  So  the  same  person  doing  the  judging  is  offering 
to  provide  consultation  on  the  side? 

Ms.  De  Vries.  Yes. 

Senator  Nunn.  And  get  paid  for  it? 

Ms.  De  Vries.  I  am  not  saying  this  happens  all  the  time,  but 
there  have  been  instances  of  this,  and  I  think  this  is  the  same  level 
of  conflict  of  interest  of  bullying  I  mentioned  earlier. 

Senator  Nunn.  You  could  call  that  bribing  too,  couldn't  you,  as 
well  as  bullying? 

Ms.  De  Vries.  Yes.  I  think  all  these  terms  fit  under  one  category 
though:  bullying/conflict  of  interest. 

Anyway,  that  person  would  not  know  necessarily  what  his  rights 
would  be  legally  or  how  to  officially  discover  whether  or  not  this  is 
a  legitimate  fee  or  a  payoff  and /or  how  to  report  it.  Currently 
there  is  no  clear  line  of  demarcation.  If  a  school  owner  is  asked  by 
any  official  to  pay  or  donate  for  possible  promise  to  perform  special 
consideration,  there  is  no  authority  or  documented  procedure 
which  can  or  does  outline  the  consequence  of  saying  "no".  There- 
fore, any  action,  from  requesting  a  small  donation  of  equipment  to 
a  travel  fee,  to  an  actual  payment  of  the  fee,  represents  a  decision 
for  which  the  school  owner  has  no  clear  choice,  no  option  to  say 
"no"  without  feeling  or  becoming  vulnerable.  When  we  permit  sys- 
tems to  operate  without  publishing  a  commonly  acknowledged  code 
of  conduct  or  an  official  appeal  or  clarification  procedure,  we  in 
effect  condone  this  bullying  as  a  way  of  life.  The  consequences  to 
the  quality  of  our  system  are  subiiminally  poisonous. 

In  conclusion,  it  is  my  belief  that  many  of  the  problems  we  are 
discussing  here  today  have  a  direct  correlation  to  the  bully  syn- 
drome and  the  lack  of  a  "bullied  bill  of  rights".  The  victims  are  ev- 
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erywhere— the  students,  the  school  owners,  the  accrediting  agen- 
cies, and  the  taxpayers. 

We  have  spoken  about  how  bad  schools  get  in  the  system  and 
how  they  remain.  In  my  written  testimony  I  have  described  for  the 
record  how  good  schools  get  in  the  system  and  what  we  need  to  do 
for  them  to  remain  and  not  be  casually  grouped  with  those  who 
violate  our  faith  in  the  educational  system.  In  conclusion  to  our 
discussion  of  problems  today,  we  must  acknowledge  that  there  is  a 
lack  of  common  understanding  of  goals  and  purposes.  We  must 
decide  collectively  two  very  simple  things:  one,  what  do  we  want  to 
have  happen?  And  two,  how  do  we  want  that  to  happen?  And  that 
means  delegating  who  monitors  Federal  aid  to  coordinating  what 
an  accrediting  agency  actually  finds  in  its  scope  of  review,  and  on 
down  the  line  of  responsibility.  But  very  simply,  there  are  two  ques- 
tions we  must  answer.  What  do  we  want?  How  do  we  want  it  to 
happen? 

I  believe  we  need  to  cooperate  at  all  levels  in  affirming  what  we 
have,  eliminating  what  is  disruptive,  negative  and  destructive.  It 
takes  courage,  foresight  and  leadership  to  do  this.  I  support  this  re- 
sponsibility and  obligation  of  this  vision,  and  I  would  be  happy  to 
help  any  way  I  can.  Thank  you  for  the  opportunity  to  testify. 

Senator  Nunn.  Thank  you,  Ms.  De  Vries. 

Ms.  Friedheim. 

TESTIMONY  OF  JAN  V.  FRIEDHEIM.  FORMER  MEMBER.  NATION- 
AL ADVISORY  COMMITTEE  ON  ACCREDITATION  AND  INSTITU- 
TIONAL ELIGIBILITY  * 

Ms.  Friedheim.  Thank  you  for  the  opportunity  to  appear  here 
today.  I  first  want  to  clarify  that  I  am  not  representing  AICS,  nor 
am  I  currently  a  board  member  of  AICS.  However,  what  I  am  is 
several  things,  I  have  several  hats  today. 

I  started  my  own  school  in  1960.  It  is  a  secretarial  school  in 
Dallas,  Texas.  I  am  the  owner  of  that  organization.  I  did  serve  on 
the  AICS  accrediting  commission  from  1974  to  1979.  In  fact,  during 
that  time  I  was  chairman  of  the  accrediting  commission.  I  went  on 
then  to  become  the  Chairman  of  the  Board  of  Directors  of  AICS. 

I  have  also  served  as  a  member  of  the  Board  of  Trustees  of  the 
Southern  Association,  because  our  school  is  dually  accredited  by  a 
regional  and  a  national  accrediting  organization.  In  serving  on  the 
Board  of  Trustees  of  Southern  Association,  I  was  able  to  also  be  an 
ex  officio  member  of  their  Commission  on  Occupational  Education 
Institutions,  COEI. 

Since  1974,  I  have  been  very  active  as  a  team  leader  and  team 
"\eP}ber  on  evaluation  visits  for  both  Southern  Association  and 
AICS.  From  1981  to  1983, 1  was  a  member  of  the  National  Advisory 
Committee.  In  addition,  I  teach  classes  and  I  am  currently  late  to  a 
class. 

So  I  would  like  to  bring  you  the  view  from  the  student,  from  the 
institution,  from  having  served  on  the  National  Advisory  Commit- 
tee, served  as  a  team  evaluator;  and  tell  you,  first  of  all,  I  am  very 
optimistic,  along  with  the  IG's  office,  that  we  have  a  process  that 


*  See  p.  290  for  Ms.  Friedheim '»  prepared  statement. 
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works;  we  can  improve  it;  and  1  think  that  is  what  this  Committee 
is  determined  to  do. 

I  would  like  to  clarify  a  couple  of  things  that  have  been  said  in 
the  past  2  days.  One,  the  staff  report  noted  a  tremendous  increase 
in  student  aid  since  1986  to  1900.  I  think  that  is  true,  and  the 
reason  that  it  is  true,  I  think,  is  very  important  for  this  Committee 
to  address.  And  that  is  the  matter  that  the  grants  have  not  kept  up 
with  the  loans.  And  so  the  loans,  which  were  designed  for  the 
middle-income  student,  are  now  going  to  the  low-income  student, 
and  that  is  a  part  of  the  puzzle  that  needs  to  be  corrected.  Until 
that  is  corrected,  defaults  will  continue  to  escalate.  The  high-risk 
student  should  not  be  receiving  loans  today,  but  grants.  The  IG 
office  suggested  overhauling,  and  in  the  overhaul  I  do  hope  grants 
will  be  updated  and  we  can  correct  the  imbalance.  Until  then,  de- 
faults will  not  dramatically  go  down. 

Yesterday  it  was  implied  that  loan  and  pant  money  went  to  the 
school.  I  think  we  should  not  forget  that  they  all  are  an  education- 
al voucher  system  that  the  Government  has  designed,  and  those 
vouchers  go  to  the  student;  they  do  not  go  to  the  school.  I  agree 
with  the  staff  report  that  also  says  that  grants  and  work  study 
have  not  kept  pace  with  the  tuition  costs. 

The  person  roost  likely  to  default  is  the  person  that  I  had  in  my 
office  Monday,  a  btudent  with  low  income,  her  car  had  just  been 
repossessed.  She  is  about  to  graduate.  Her  father  has  not  been 
working  for  4  months.  They  have  been  evicted  from  their  home. 
She  is  going  to  graduate  this  month  and  go  to  work,  but  I  tell  you 
one  thing,  Maria  is  not  going  to  have  first  on  her  mind  repaying 
that  loan.  The  first  thing  she  is  going  to  do  is  buy  a  car.  She  is 
going  to  continue  to  support  her  family.  And  I  am  sorry  to  say  that 
that  is  a  default  waiting  to  happen.  It  is  a  person  in  too  low  an 
income  bracket  having  to  absorb  loans  when  grants  would  have 
been  the  answer. 

I  would  like  to  just  take  one  minute  about  Tommy  Downs'  testi- 
mony. I  have  a  real  problem  with  a  liar  and  a  thief  standing  up 
here  telling  us  that  the  system  doesn't  work  and  making  mockery 
of  the  system.  You  see,  the  system  worked,  that  is  why  he  is  in 
prison  today.  It  may  have  taken  too  long  and  we  need  to  shorten 
that  fuse;  but,  you  know,  if  he  had  given  that  testimony  from  the 
Bahamas  incognito,  I  would  have  been  impressed.  But  what  I  am 
impressed  with  was  his  testimony  is  that  he  is  in  prison  for  com- 
mitting a  crime.  If  we  have  a  way  to  legislate  and  regulate  against 
crooks  and  thieves  I  am  all  in  favor  of  it. 

Senator  Nunn.  Of  course,  he  got  away  with  stealing  an  awful  lot 
after  he  was  already  under  investigation.  He  set  up  another  whole 
school  and  did  it  again,  and  he  was  discovered  by  his  own  secre- 
tary. So  I  am  not  sure  that  

Ms.  Fbiedhkim.  Yes.  He  was  discovered  because  HEAF  sent  the 
list  out,  and  that  is  what  the  financial  aid  checks  are  about.  And  so 
if  the  secretary  didn't  catch  him,  the  financial  aid  person  should 
have.  You  know,  he  was  never — when  you  check  the  records— he 
was  never  the  owner  of  record  by  the  Pennsylvania  Licensing 
Board  nor  the  accrediting  commission.  So  he  in  effect  was  not  an 
owner,  and  I  believe  the  NATTS  people  will  be  giving  testimony  on 
that  later  today.  So  he  lied  up  here  in  saying  he  was  an  owner. 
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Certainly  we  don't  want  abuses  like  Tommy  Downs  to  continue, 
buthe  did  get  caught,  and  thank  heavens. 

f  ???  ^ad  three  recommendations.  One  was  to  limit  branch- 
ing. I  think  all  the  accrediting  agencies,  as  Dr.  Manning  has  men- 
tioned, have  instituted  procedures  to  limit  branching,  so  branching 
I  think  was  a  problem  in  the  mid-1980s  but  has  been  stopped.  I 
know  that  there  has  been  a  negative  increase  in  branching  in  AICS 
tailed  past  year'  80  1  believe  the  branching  is  already  cur- 

It  was  also  inferred  that  you  could  buy  accreditation,  and  I  really 
would  like  to  explain  that,  because  you  can  buy  a  school  that  is  ac- 
credited, but  that  school  has  to  go  through  a  complete  review  proc- 
ess as  if  it  were  a  new  institution—new  papers,  new  licensing  by 
the  State,  a  lot  of  red  tape  by  the  Federal  Government.  So,  in 
effect,  you  really  cannot  buy  accreditation  today. 

Well,  my  view  from  an  accrediting  agency  point  of  view  has  to  do 
really  with  the  conflict  of  interest  issue.  There  have  been  a  lot  of 
people  that  have  said  that  insiders  should  not  go  on  team  visits  and 
insiders  should  not  be  on  accrediting  commissions.  That  very 
bought  scares  me  to  death.  Who  else  understands  financial  aid? 
Who  else  understands,  if  there  are  bodies  buried,  where  to  find 
them/'  It  is  like  saying  don't  have  water  treatment  experts  give  you 
advice  about  water  systems.  We  have  to  have  insiders. 

Yes,  they  need  to  be  balanced  with  outsiders,  but  insiders— I 
have  never  seen  an  insider  be  anything  but  tougher  on  a  visit  or  on 
an  accrediting  commission.  And  the  reason  is  pretty  simple,  if  you 
accredit  a  bad  school,  that  hurts  the  good  school.  And  it  is  not  a 
good  ol  boys  network  where  you  want  to  be  good  to  each  other 
because  they  are  going  to  come  back  and  be  on  your  team.  The 
chances  of  that,  frankly,  are  astronomically  impossible  anyway 
The  point  is  that  if  you  overlook  something  and  that  school  does  a 
disservice  and  they  get  in  the  press,  you  are  tainted  with  their  rep- 
ol"?1       you  cannot  survive  as  a  school  owner. 
So  I  think  we  have  very  vested  interests,  yes,  in  seeing  that  the 
system  works,  and  I  have  never  been  on  a  team  with  AICS  or 
bAUfe  that  we  didn  t  have  specialists  that  could  address  specific 
issues.  I  can  t  imagine  of  anyone  going  to  a  barber  school  without 
barbering  knowledge.  That  is  atrocious.  And  that  should  be  a  re- 
quirement of  accrediting  commissions.  But,  in  general,  the  teams 
that  go  out  are  as  good  as  the  people  on  the  team,  and  that  means 
accrediting  agencies  need  to  improve  their  training  of  teams,  they 
need  to  constantly  monitor  their  teams.  And  one  of  the  things 
AlUb  does  is  they  make  sure  there  is  a  staff  person  on  every  team 
and  that  is  to  make  sure  that  no  one  gets  out  of  line,  and  if  they 
are  not  doing  a  thorough  job,  to  bring  them  up  short  and  make 
8USLtnfy  do  a  thorough  job.  So  it  is  all  in  the  training. 

Frankly,  teams  have  changed  in  the  last  10  years  because  we 
spend  more  time  now  trying  to  monitor  student  financial  aid  than 
looking  at  the  educational  process,  and  I  find  that  a  shame.  We 
used  to  have  time  to  sit  down  and  call  employers  and  say,  you 
know,  how  is  Suzy  Q  doing  on  that  job,  and  measure  the  output. 
Wow  we  are  engaged  in  looking  at  financial  aid  records  far,  far  too 
long. 
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The  IG'a  office  did  talk  about  that  expectation  gap,  and  there  is 
an  expectation  pap.  There  is  a  gap  between  what  accrediting  agen- 
cies think  their  job  is,  what  the  Department  thinks  its  job  is,  and 
with  the  State  licensing  people.  By  doing  visits  in  a  lot  of  different 
States,  I  have  to  tell  you  the  differences  are  so—the  experiences 
are  so  unique.  Georgia,  your  State,  I  did  a  visit  there.  The  "censing 
person  told  us  accredit  this  school,  it  is  a  wonderful  school.  Well, 
first  of  all,  teams  don't  accredit  schools.  But  as  we  continued  to 
quiz  the  person,  the  nice  lady  said,  well,  actually  she  had  never 
been  to  the  school  before.  It  was  a  sma/.  school  and  she  had  never 
been  there,  but  she  had  never  had  a  complaint,  so  therefore  it  is  a 
good  school.  That  does  not  make  it  a  good  school. 

On  the  other  hand,  you  go  to  schools  in  New  York— and  I  have 
done  a  lot  of  schools  in  New  York— in  fact,  I  would  like  to  tell  you 
the  system  does  work.  Ms.  Imholz  talked  about  Crown  Business 
School  being  out  of  business.  I  was  the  team  leader  on  the  visit 
that  denied  their  accreditation,  and  it  was  our  team  that  found  the 
evidence  of  noncompliance  with  the  standards  that  began  to  put 
Crown  Business  College  out  of  business. 

New  York  licensing  agency  we  find  very  cooperative.  The  State 
licensing  people  rush  in  to  help,  share  information,  and  make  the 
whole  process  work.  Now,  making  it  work  faster,  I  think,  should  be 
the  goal  of  this  Committee. 

My  experience  with  the  National  Advisory  Committee  was  inter- 
esting and  frustrating.  I  have  some  very  different  views.  We  had  an 
outstanding  Chairman  of  that  Committee.  We  had  a  Chairman  who 
understood  the  system.  We  had  three  members  that  understood  az 
creditation.  And  the  rest  of  the  members  didn't  know  why  they 
were  on  the  Committee.  We  had  one  very  delightful  lady  who  at 
the  end  of  every  meeting  said,  "Could  you  tell  me  again  what  it  is 
we  are  supposed  to  be  doing?  Doesn't  this  have  anything  to  do  with 
the  rights  of  the  elderly?"  This  went  on  every  meeting.  Bless  her 
heart,  she  was  reappointed. 

I  really  suggest  that  the  National  Advisory  Committee  can  be 
very,  very  helpful  to  the  Department.  It  should  be  non-politically 
appointed.  I  think  the  Secretary  of  Education  should  make  the  ap- 
pointments, and  I  think  there  should  be  criteria  for  service  on  the 
National  Advisory  Committee,  and  that  the  training  for  the  Na- 
tional Advisory  Committee  members  should  be  enhanced. 

Senator  Nunn.  Who  makes  the  appointments  now?  Is  that  the 
President? 

Ms.  Friedheim.  The  President. 

Senator  Nunn.  The  President  does? 

Ms.  Friedheim.  The  President. 

Senator  Nunn.  You  are  saying  they  are  now  made  politically? 

Ms.  Friedheim.  Very  definitely.  There  is  no  question,  when  you 
sit  around  that  table,  it  is  a  political  appointment.  And  that  is  not 
fair  to  the  people  sitting  at  the  table,  because  it  is  hard  work,  and 
the  people  that  come  and  generally  are  on  that  Committee  are  not 
equipped,  either  in  background  nor  plans,  to  sit  and  work  as  hard 
as  that  Committee  has  to  work.  So  I  think  it  should  be  totally  re- 
structured. 

At  the  time  I  was  on  there,  for  instance,  my  last  meeting  I  was 
extremely  distressed.  ACCET  presented  their  petition.  One  of  four 
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people  who  understood  accreditation  ar  ad  some  linkage  with  ac- 
creditation, I  had  direct  knowledge  that  ACCET  had  already  ac- 
credited some  institutions,  one  that  had  lost  its  accreditation  from 
AICS,  a  small  word  processing  school  in  New  Jersey. 

Senator  Nunn.  Could  you  tell  us  a  little  bit  about  these  initials? 
1  am  i.ot  sure  everybody  follows  who  these  are. 

Ms.  Frikdheim.  All  right.  At  the  time  it  was  CNCE.  It  was  the 
Council  on  Non-Collegiate  and  Continuing  Education,  and  they 
were  not  on  the  Secretary's  approved  list.  And  their  petition  said 
that  they— the  Dale  Carnegie's,  the  Smoke-Enders  programs,  the 
special  continuing  education  programs— they  assured  the  advisory 
Committee  that  they  in  no  way  wanted  any  of  their  institutions  to 
receive  Title  IV  funds,  that  their  motivation  was  credibility  so  that 
employers  would  be  inclined  to  reimburse  employees  who  took 
these  continuing  education  programs.  Well,  that  sounded  well  and 
good,  and  the  only  problem  was  that  I  knew  that  was  not  in  es- 
sence what  was  going  on  with  that  organization  at  that  particular 
time.  So  I  began  questioning  them,  and  they  finally  admitted  that 
yes  they  were  in  fact  accrediting  some  institutions  that  were  train- 
ing people  for  business,  in  addition  to  their  continuing  Ed  pro- 
grams. And  I  was  able  to  get  them  to  confess  enough  before  the 
group  that  1  was  able  to  convince  the  panel  not  to  recognize,  not  to 
put  them  on  the  Secretary's  list. 

So  we  deferred  action  and  asked  them  to  get  all  sorts  of  docu- 
mentation to  us.  Unfortunately,  I  was  not  reappointed  and  at  the 
Rf  *  imeftmS  th.ey  were  put  on  the  Secretary's  list.  And  I  believe 
that  that  organization  has  had  a  considerable  growth  problem  in 
establishing  standards  to  do  what  accrediting  agencies  need  to  do 
They  are  now  known  ACCET,  and,  Ms.  DeVries.  you  can  protv 
ably  tell  me  what  ACCET  means  better  than  I  can.  It  is  the  Ac- 
crediting Council  for  Continuing  Education  and  Training. 

My  other  observation  being  on  the  Advisory  Committee  was  that 
the  Department  of  Education  people  were  competent,  dedicated, 
concerned,  but  not  adequately  staffed.  At  least  the  division  working 
directly  with  the  eligibility  and  accreditation  group  were  really 
stretched  personnel-wise,  and  with  the  increase  in  activity,  I  can't 
see  how  it  can  be  anything  but  a  worsening  situation  at  this  point. 

A  word  or  two  about  an  institution.  Yesterday  it  was  said  that 
schools  have  no  financial  risk  in  the  program.  I  beg  to  differ  We 
have  a  big  financial  risk.  We  own  our  default  rate.  Good,  bad,  or 
indifferent  it  belongs  to  us.  It  stays  with  us.  Our  students  can  lose 
access  to  the  SLS  program  if  our  default  rate  reaches  a  certain 
level.  It  affects  everything  we  do. 

J&l  ^S*^6  fl0^'.  sin.ce  we  own  that  rate>  «  to®  ability  to 
refuse  SLS  when  the  time  is  right.  And  I  say  that  based  on  person- 
al experiences.  There  are  students  that  are  fraud  and  abuse  people 
atea  We  had  one  recently  who  came  to  us,  the  financial  aid  officer, 
an  SLS  loan^  W  e  been  fa  8011001  a  few  weeks,  I  want 

And  the  financial  aid  person  said,  "Why?" 

And  she  said,  "Because  my  husband  and  I  want  to  take  a  trip 
and  we  need  a  car,  and  I  want  you  to  know  I  am  quitting  school 
the  day  I  get  my  SU&  money." 
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And  the  financial  aid  officer  said,  "I  wUl  not  give  you  the 

^Andthe  student  said,  "That's  fine."  And  she  went  in  and  used 
the  phone,  called  the  Texas  Guaranteed  Student  Loan  Corporation 
where  she  was  told  that  we  must  give  her  the  papers.  She  came 
back,  reported  that  to  us.  We  then  called  them  and  they  said,  yes, 
we  must  give  her  the  papers.  We  gave  her  the  papers,  she  got  her 
check,  and  we  have  never  seen  her  since. 

Now  that  is  our  default,  that  default  belongs  to  us. 

Senator  Nunn.  You  mean  even  if  the  students  told  you  that  they 
were  not  going  to  use  the  loan  for  educational  purposes,  nobody 
can  stop  that?  ,  ,      ,  ,  , 

Ms.  Friedheim.  That  is  correct,  and  that  needs  to  be  corrected 

immediately.  ,  .  -  ... 

Senator  Nunn.  Is  that  by  law,  or  is  that  because  of  the  way  it  is 

administered  in  Texas?  .  . 

Ms  Friedheim.  No,  it  is  not  just  Texas.  It  is  considered  discrimi- 
natory, and  we  do  not  have  the  ability  to  say  no,  even  when  the 
student  looks  you  in  the  face  and  says,  "This  is  a  joke,  I  came  here 
to  get  this  money."  ,  ,  _  .  . 

Once  you  have  certified  that  student  and  started  them  m  school, 
they  have  total  access.  And  this  allows  for  fraud  and  abuse  with 
the  students.  And  we  can  correct  that  and  schools  would  like  to. 
We  need  a  little  power,  a"d  we  hope  that  you  will  

Senator  Nunn.  Do  yc  x  think  a  legal  change  h&a  to  be  made,  a 
change  in  the  law  has  to  be  made? 

Ms.  Friedheim.  Yes,  because  the  Texas  Guaranteed  Student  Loan 
Corporation  told  her  that  they  would  aid  her  in  a  lawsuit  against 
us  if  we  refused.  ,  a  . 

Senator  Nunn.  Well,  that  does  not  necessarily  mean  that  the  law 
has  to  be  changed  though.  Lawsuits  are  filed  all  the  time  that  are 

no  good.  ,     .        i »   ■  ,    «  , 

Ms.  Friedheim.  Well,  my  opinion,  from  having  talked  to  legal 
counsel,  is  that  it  is  within  their  rights  at  this  point  to  demand  it 
and  we  would  be  legally  negligent  if  we  did  not  honor  their  de- 
mands, Now,  I  would  love  for  you  to  pursue  it. 

Senator  Nunn.  We  will  check  that  out,  and  I  believe  your  testi- 
mony. I  believe  that,  but  I  just  have  a  hard  time  believing  that  the 
people  interpreting  the  law  in  the  Texas  agency  are  correct. 

Ms.  Friedheim.  We  have  a  hard  time  with  it  too,  but  it  is  not  just 
in  Texas.  There  are  other  states  that  have  told  me  the  same  thing. 

We  also  would  like  to  engage  in  the  collection  process.  I  wish  you 
could,  when  you  are  overhauling  this  program,  enable  Destitutions 
to  assist  in  the  collection  process,  because  we  could  be  very,  very 
helpful.  In  Texas,  and  in  many  states,  we  have  already  set  up  a  tui- 
tion reimbursement  plan  so  that  if  a  school  goes  under,  the  stu- 
dents are  covered.  And  that  is  something  that  schools  want  to  do, 
and  we  are  definitely  in  favor  of  it.  But  we  cannot  afford  to  have 
that  happen  and  have  students  on  the  street  without  getting  their 
tuition  reimbursed  in  school  failures,  and  we  want  to  participate. 
We  want  a  vested  interest  in  the  program.  , 

Senator  Nunn.  Would  you  need  a  financial  incentive  to  do  that, 
or  would  you  just  need  the  legal  authority? 
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Ms.  Fhiedheim.  No,  we  don't  even  need  that.  We  just  need  en- 
couragement. I  mean,  it  is  already  happening  in  many  states,  but  it 
could  be  mandated  and  you  would  have  cooperation  from  the 
school  community. 

The  students  need  something.  They  need  some  protection  in  this 
program  when  you  go  in  to  overhaul.  PLUS  loans— that  is  parent 
loans— currently  go  to  the  parents.  Let  me  tell  you,  what  is  hap- 
pening every  day  in  the  United  States.  Parents  are  receiving  those 
loans,  parents  who  are  economically  disadvantaged,  and  the  kid 
has  this  one  chance  to  go  to  school  and  they  need  those  funds  in 
order  to  go  to  school,  and  that  parent  is  taking  the  money  and 
spending  it.  We  have  a  student  right  now  who  is  out  of  school  be- 
cause her  parent  bought  a  car  with  the  PLUS  loan.  Those  PLUS 
loans  have  got  to  be  made  co-payable  to  the  school  and  the  parents 
to  give  that  student  a  chance  to  have  access  to  the  money.  Other- 
wise, that  money  will  walk  out  of  door  with  parents. 

And  I  know  that  is  hard  to  believe,  but  in  one  case  the  parents 
used  crack.  They  needed  some  drugs.  The  student,  on  the  other 
hand,  is  a  very  straight  arrow  student  who  is  trying  very  hard  to 
pull  herself  out  of  the  ghetto.  We  kept  that  person  in  school.  She  is 
never  going  to  be  able  to  pay  her  tuition  until  we  get  her  out  of 
school.  And  we  will  accept  that  risk.  But  those  students,  it  breaks 
your  heart  when  you  know  that  the  parents  have  abused  the 
system. 

I  think  students  would  benefit  tremendously  by  receiving  pay- 
ment books  at  their  exit  interview,  so  if  the  payment  books  from 
the  lenders  could  be  sent  to  the  institutions  and  we  disburse  them, 
the  student  then  does  not  get  lost  in  the  maze  of  the  loans  have 
been  sold  10  times,  they  cannot  find  their  lender,  they  cannot  get 
their  coupon  book,  and  they  don't  have  all  that  hassle.  This  is  not  a 
problem  of  just  the  triad,  it  is  the  problem  of  lenders,  guarantee 
agencies,  all  of  the  people  who  interact  with  the  students. 

The  last  thing— and  I  will  try  to  cut  this  off— is  that  students 
who  receive  student  financial  aid,  also  the  U.S.  Department  of  Edu- 
cation could  assist  us  tremendously  by  establishing  that  if  you  take 
federal .  dollars  to  go  to  school  and  you  use  those  Federal  dollars  in 
an  institution  that  is  accredited,  that  next  institution,  if  you  want 
to  go  on,  should  recognize  the  courses  you  have  taken  and  not 
make  you  repay  to  take  those  courses. 

So  if  we  had  some  transfer  of  credit  mandate  that  other  schools 
be  required  to  at  east  look  at  the  courses  that  you  have  taken,  ac- 
tually the  Federal  Government  right  now  is  paying  twice  for  stu- 
dents, and  that  is  a  travesty  that  is  being  brought  on  the  students. 
Not  one  person  can  solve  the  problem,  but  I  think  with  that  the 
triad,  we  can  improve  the  State  regulations,  the  accrediting  agen- 
cies, and  we  can  improve  the  Department  of  Education.  But  the 
one  thing  we  dont  want  to  do  is  close  the  door  on  access  to  stu- 
dents, because  it  is  the  student  that  needs  the  training.  Thank  you. 

Senator  Nunn  Thank  you,  Ms.  Friedheim.  All  of  you  have  been 

ISUSSr*      ]  r  ou]d  Just  llke  to  mk  y°u  a  ^"P16  of  questions 
and  then  I  would  defer  to  my  colleagues. 

Y?u  !?vei?lc?t  °/  interesting  suggestions  and  you  obviously  know 
the  inside  of  this.  I  mean,  that  is  very  apparent.  Have  you  told  the 
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people  in  the  Department  of  Education  this?  Have  you  had  access 
to  the  Department  of  Education? 

Ms.  Friedheim.  No,  I  have  not.  AJ  . 

Senator  Nunn.  But  you  have  been  on  the  National  Advisory 
Committee,  have  you  not? 

Ms.  Friedheim.  Yes,  I  have,  but  I  have  been  off  oi  it  

Senator  Nunn.  Maybe  you  could  tell  us  a  little  bit  more  about 
what  that  Committee  is  supposed  to  do.  # 

Ms.  Friedheim.  That  Committee  approves  accrediting  agencies  to 
be  on  the  Secretary's  list.  . 

Senator  Nunn.  So  you  are  really  the  agent  for  the  Secretary  m 
looking  at  accrediting  agencies? 

Ms.  Friedheim.  Yes,  you  are.  I  have  transmitted  many  of  my 
ideas  to  Joan  Givens  of  that  Department. 

Senator  Nunn.  Of  the  Department  of  Education? 

Ms.  Friedheim.  Of  the  Department  of  Education. 

Senator  Nunn.  What  is  her  title? 

Ms.  Friedheim.  I  don't  know  what  her  title  is  currently.  I  believe 
she  has  been  promoted.  . 

Senator  Nunn.  Does  she  work  with  the  National  Advisory  Com- 
mittee? ,.  ,  _..  .... 

Ms.  Friedheim.  Yes,  she  works  with  Accreditation  and  Eligibil- 
ity, and  in  fact  she  did  her  thesis  on  how  the  Advisory  Committee 
could  be  improved.  And  I  have  not  seen  the  final  work,  but  I  think 
it  would  be  a  very  interesting  document  for  your  Committee,  be- 
cause that  is  an  important  committee.  The  Secretary  needs  that 
committee,  but  

Senator  Nunn.  Did  you  ever  meet  with  the  Secretary  on  that 
committee?  ,    .  ...  . 

Ms.  Friedheim.  No.  I  did  with  Terrell  Bell,  but  only  in  the  initial 
stages  when  I  hadn't  formulated  any  real  opinions.  But  I  would 
love  to  transmit  my  ideas  to  the  Department  of  Education. 

Senator  Nunn.  When  you  say  that  the  National  Advisory  Com- 
mittee is  political,  would  you  tell  us  a  little  bit  more  about  that?  I 
mean,  what  kind  of  people  are  being  put  on  it? 

Ms.  Friedheim.  Well,  the  lady  that  I  referred  to  was  affectionate- 
ly called  a  "Gray  Panther,"  okay?  She  was  an  activist  in  California 
and  for  the  elderly— elderly  rights.  And  she  was  very  active  in  the 
campaign  for  President  Reagan  and  she  was  appointed  as  a  thank 
you  for  all  of  her  hard  work  in  California. 

Senator  Nunn.  But  she  knew  nothing  about  education? 

Ms.  Friedheim.  She  knew  nothing  about  education.  We  had  some 
business  people  on  there  that  knew  notbmg  about  education. 

Senator  Nunn.  Did  they  take  an  interest  and  try?  Did  they  try 
to  learn?  .  ,  ,  _ 

Ms.  Friedheim.  Those  people  didn't  particularly.  They  really 
thought  it  was  far  too  complicated  and  they  had  other  things  on 
their  minds  and  they  would  come  in  and  out  of  the  meetings. 

Senator  Nunn.  So  it  was  just  an  honorary  kind  of  thing  for 
them?  ,  . 

Ms.  Friedheim.  Yes,  and  that  is  what  they  thought  it  was  going 
to  be,  and  one  of  them  resigned  almost  immediately  when  he  dis- 
covered how  much  work  was  involved  and  knew  he  couldn't  make 
the  commitment  for  that  type  of  work.  We  did  have  the  chancellor 
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of— let's  see— we  had  a  dean  from  the  University  of  Georgia  who 
was  very  good.  And  we  had  the  chancellor  from  the  California 
system,  but  he  only  came  once  in  8  years. 

Senator  Nunn.  It  is  a  8-year  appointment? 

Ms.  Fbiedhkim.  Yes. 

Senator  Nunn.  And  how  often  are  you  supposed  to  meet9 

Ms.  PaiKDKKiM.  Twice  a  year. 

Senator  Nunn.  Are  you  supposed  to  get  paid? 

Ms.  Frtedheim.  No,  we  did  not  get  paid. 

Senator  Nunn.  Just  a  per  diem  or  something? 

Ms.  Prebdheim.  Per  diem. 

Senator  Nunn.  You  meet  twice  a  year,  but  how  much  work  are 
you  supposed  to  do  in  the  meantime? 

Ms.  Fbjedheim.  Well,  they  never  sent  us  anything  in  between 
time.  And  we  could  have  done  a  lot  of  work,  which  would  have  less- 
ened the  load  when  we  came  into  town.  You  read  files,  you  have 
hearings  such  as  this  where  the  petitioning— accrediting  agency 
comes  before  you,  and  there  is  an  opportunity  for  third-party  com- 
ment on  that  agency.  And  so  you  hear  if  there  is  anything  nega- 
tive. The  staff  gives  you  a  report  because  they  have  reviewed  the 
file  of  that  agency. 

Senator  Nunn,  Does  the  staff  basically  do  the  leg  work,  the  Edu- 
cation Department  staff? 

Mi8'  £W*DH*IM«  The  staff  does  the  leg  work.  They  do  the  hard 
work.  And  when  they  have  an  Advisory  Committee  that  is  not 
functional,  they  do  all  the  work. 

Senator  Nunn.  Would  you  say  that  basically  the  Advisory  Com- 
mittee was  not  functional? 

Ms.  Friedheim.  Basically.  The  four  of  us  that  were  concerned 
and  knew  what  was  going  on  would  work  during  lunch,  work  when 
the  meeting  was  over  for  the  next  day,  and  work  into  the  night  to 
take  up  the  slack  of  the  people  who  were  not  concerned. 

Mr.  Manning.  Senator,  if  I  may  comment,  I  have  observed  the 
National  Advisory  Committee  for  some  15  years.  It  has  its  upa  and 
downs.  One  of  the  problems  is  that  the  duties  of  the  National  Advi- 
sory Committee  are  not  really  those  of  an  advisory  committee.  It 
really  occupies  the  wrong  kind  of  niche  in  the  Department  of  Edu- 
cation, because  its  principal  activity  is  ministerial  in  nature,  re- 
viewing the  applications  of  tlie  accrediting  bodies  for  recognition.  It 
makes  very  few  suggestions  with  respect  to  policy,  which  is  what 
advisory  committees  generally  do. 

Senator  Nunn.  So  really  the  way  it  is  set  up,  it  is  supposed  to  be 
a  real  working  committee? 

Mr.  Manning.  That's  correct,  but  it  is  set  up  as  an  advisory  com- 
mittee, which  means  that  indeed  the  appointments  are  subject  to 
political  considerations,  and  in  recent  years  the  political  consider- 
ations, I  regret  to  say,  have  taken  precedence  over  the  professional 
qualifications  of  the  persons  who  serve.  These  people  really  want  to 
do  a  good  job,  in  my  view.  They  are  not  there  to  fluff  off  or  any- 
thing of  that  sort.  But  it  is  very  difficult  if  you  do  not  have  a  back- 
ground or  knowledge  of  the  activities  in  higher  education  and  ac- 
creditation, which  is  a  fairly  arcane  subject,  to  come  up  to  speed 
with  two  meetings  a  year. 
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In  addition,  during  Mr.  Bennett's  period  as  Secretary,  the  Secre- 
tary simply  failed  to  make  appointments  to  the  National  Advisory 
Committee  on  occasion,  so  those  two  meetings  a  year  sometimes 
did  not  occur.  „  , ,  .        ,  . 

Ms.  Friedheim.  And  the  training  for  that,  we  would  have  about  a 
45  minute  to  an  hour  briefing  at  the  beginning  of  each  session,  and 
you  cannot  teach  accreditation  in  an  hour. 

Senator  Nunn.  Well,  who  is  really  doing  the  accreditation  then,  I 
mean,  if  this  is  thegroup  that  is  supposed  to  be? 

Ms.  Friedheim.  The  Department. 

Senator  Nunn.  The  Department  itself  is  doing  it,  the  staff? 
Ms.  Friedheim.  Yes. 

Senator  Nunn.  Now,  is  anything  wrong  with  that? 

Ms.  Friedheim.  I  think,  just  as  

Senator  Nunn.  Do  we  need  an  Advisory  Committee? 

Ms.  Friedheim.  Just  as  schools  are  reviewed  on  an  accrediting 
agency  basis  by  at  least  two  readers,  I  think  you  need  at  least  two 
readers,  those  being  the  Advisory  Committee  and  the  staff,  to  give 
a  balanced  view. 

Mr.  Manning.  You  also  have  the  problem,  Senator,  that  m  fact 
it  is  the  Secretary's  decision.  The  action  of  the  Advisory  Committee 
is  advisory  to  the  Secretary.  The  Secretary  can  do  whatever  the 
Secretary  wishes  to,  and  in  one  case  the  Secretary  has  added  an 
accrediting  organization  to  the  recognized  list  without  the  recom- 
mendation of  the  Advisory  Committee. 

Senator  Nunn.  Ms.  Friedheim,  how  long  were  you  on  that  Com- 
mittee? 

Ms.  Friedheim.  Three  years. 

Senator  Nunn.  What  years  were  those? 

Ms.  Friedheim.  Let  me  be  sure— -1981  to  1983. 

Senator  Nunn.  Was  there  a  period  in  there  where  there  was  no 
meeting  at  all? 

Ms.  Friedheim.  No,  I  believe  we  had  our  two  meetings. 

Senator  Nunn.  I  understand  that  at  one  point  during  the  1980s 
there  was  not  even  a  meeting  for  a  couple  of  years.  „  . 

Ms.  Friedheim.  I  think  that  happened  right  after  I  went  oft,  but 
we  were  very  concerned  about  funding. 

Senator  Nunn.  But  this  really,  you  are  really  saying  this  Com- 
mittee should  be  performing  a  very  important  function? 

Ms.  Friedheim.  Absolutely.  #  . 

Senator  Nunn.  I  mean,  the  heart  of  the  accreditation  is  based  on 
who  is  going  to  be  allowed  to  do  it.  t  #  . 

Ms.  Friedheim.  Absolutely.  To  me  it  is  the  most  critical  point 
that  is  the  weakest  point  right  now  and  it  could  be  resolveo  so 
easily,  to  make  the  Secretary  in  charge  of  the  appointments,  have 
a  criteria  for  appointment  on  that  committee,  and  enough  training 
to  make  them  truly  functional.  Then  you  have  a  balance  and  then 
you  have  a  chance  of  doing  the  job  right. 

Senator  Nunn.  Senator  Roth? 

Senator  Roth.  Whom  were  you  appointed  by,  Ms.  Friedheim? 

Ms.  Friedheim.  The  terms  a-e  staggered.  President  Carter  ap- 
pointed me  for  a  1-year  staggered  teim  to  fill  out  someone  eises, 
and  then  President  Reagan  came  in  and  he  appointed  me  for  a  I- 
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year  term.  So  the  terms  vary  in  length  depending  on  what  slot  is 
available  at  the  time.  So  I  served  3  years. 

Senator  Roth.  The  National  Advisory  Committee  is  set  up  by 
law:  is  that  correct? 

Ms.  Friedheim.  By  statute,  yes. 

Senator  Roth.  Is  it  realistic  to  expect  an  advisory  committee  that 
meets  twice  a  year,  and  is  not  paid,  to  really  perform  a  very  signifi- 
cant function,  as  I  understand  this  one  to  be,  or  have  we  maybe 
improperly  constituted  the  Advisory  Committee?  Can  you  really  do 
it  in  2  days? 

Ms.  Friedheim.  No.  I  think  you  need  three  meetings  a  year,  min- 
imum. 

Senator  Roth.  Isn't  it  more  than  a  matter  of  meeting  if  you  are 
really  going  to  perform?  Doesn't  it  require  considerable  study  and 
review? 

Ms.  Friedheim.  I  think  materials  should  be  distributed  to  the 
committee  members  in  advance  of  the  meetings  so  they  have  time 
to  review,  to  get  their  questions  together.  I  agree  with  you. 

And  in  the  training  program,  I  would  hope  that  there  would  be  a 
change  in  the  whole  mechanism  by  which  the  committee  works. 

Senator  Roth.  My  concern  is  that  it  seems  like  we  have  set  up 
something  that  sounds  good  in  principle,  but  ask  for  this  kind  of  an 
operation. 

Ms.  Friedheim.  If  I  could  answer  something  you  added  that  I  did 
not  answer,  you  asked  is  it  feasible  that  these  people  would  come 
without  pay.  Members  of  accrediting  commissions  come  without 
pay,  and  they  gladly  give  their  time  because  they  are  concerned 
about  accreditation.  I  think  a  blue  ribbon  panel  for  the  Secretary 
would  also  come  without  pay  three  times  a  year  and  do  an  excel- 
lent job  if  the  right  criteria  were  in  the  mechanism. 

Senator  Roth  I  agree  with  you,  there  are  many  public-minded 
citizens  that  will,  but  you  are  also  limiting  those  who  can  do  it  to 
those  who  have  the  financial  means  of  doing  it. 

Ms.  Friedheim.  Or  those  whose  institutions  would  support  it  fi- 
nancially and  allow  the  person  the  time  off. 

Senator  Roth.  But  then  again  you  can  be  running  into  the  so- 
called  conflict  of  interest. 

I  think  you  make  a  valid  observation  in  your  testimony  when 
you  say  that  we  have  become  so  concerned  about  conflicts  of  inter- 
est that  it  is  very  difficult  to  acquire  anybody  who  has  any  exper- 
tise. I  think  your  observation  that  we  ought  to  have  a  mixture 
makes  some  good  sense.  Otherwise  you  end  up  with  people  who 
have  no  experience. 

On  the  other  hand,  you  have  to  be  careful  that  there  isn't  any  so- 

»*   Jack-scratohing,  where  peers  are  judging  each  other. 

Ms.  Friedheim.  I  think  that  quality  accrediting  agencies  have  a 
very  serious  commitment  to  the  no-conflict-of-interest  situation. 
There  is  no  accrediting  commission  I  know  of  that  anyone  who  has 
knowledge  of  an  institution  is  allowed  to  discuss  it  or  vote  on  it 
when  it  comes  up. 

I  thin*  the  Advisory  Committee  nationally  could  have  a  mix  of 
people  not  directly  at  institutions,  but  who  have  a  background  in 
education  and  accreditation,  and  are  in  business.  So  I  think  some 
public  members  should  be  on  that  group,  too. 
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Senator  Roth.  Mr.  Chairman  I  just  want  to  make  one  com- 
ment-rm  sorry  I  missed  part  of  the  testimony— but  I  have  to  say 
that  I  consider  it  alarming  that  the  default  rate  will  consume  37 
percent  of  the  amount  appropriated  for  the  Student  Loan  Program 
in  1990.  This  fact  is  a  clear  indication  that  current  safeguards  are 
not  working.  Maybe  to  have  access-I  think  that  is  a  real  problem, 
and  my  understanding  is  that  you  raised  that,  Mr.  Manning— but  1 
don't  think  it  is  appropriate  to  do  it  by  a  student  loan  that  results 
in  this  kind  of  default  because  I  think  it  puts  the  whole  program  at 
risk.  It  seems  to  me  that  the  way  the  problem  has  to  be  addressed, 
of  course,  is  in  grants  and  by  other  means.  But  I  fear  that  this 
would  destroy  a  program  that  has  been  very  useful. 

I  would  ask  that  my  full  remarks  be  included  in  the  record. 

[The  opening  statement  of  Senator  Roth  follows:] 

Opening  Statement  or  Senator  Roth 

Mr.  Chairman,  as  I  mentioned  yesterday,  I  commend  you  for  providing  the  oppor- 
tunity through  these  hearings  to  address  the  serious  Problems  m  the  student  loan 
program.  The  alarming  default  rate,  which  will  consume  37  percent  of  the  amount 
appropriated  for  the  student  loan  program  in  1990,  tea  clear  mdicatior .that  current 
safeguards  are  not  working.  As  with  the  savings  and  loan  crisis,  it  may  well  be  that 
if  we  don't  act  now,  we  may  have  to  face  much  greater  problems  later. 

Congress  must  do  its  part  to  prevent  such  a  tragedy.  The  Senate  has  meas- 
ures to  reduce  the  student  loan  default  rate  in  this  Congress  £nd ^'^^"fTf ' 
but  these  measures  have  never  been  adopted  by  the  House  of  Reprt>sen tat tve^  Many 
of  these  provisions  would  have  helped  to  eliminate  problems  that  we  haye  been  dis- 
cussing in  these  hearings.  For  example,  the  Senate  passed  legislation  includes  a  pro- 
vision  which  limits  proprietary  schools  in  their  hiring  of  recruiters  a  pr^lem  we 
heard  about  yesterday.  The  Senate  passed  measures  includes  provisions  which 
would  make  students  easier  to  locate  should  their  loans  go  bad.J^d  would 
lenders  to  be  more  involved  in  the  student  loan  process.  I  understand  that  some  of 
these  proposals  are  currently  being  discussed  m  a  conference  committee.  It  is  my 
hope  that  these  provisions,  at  least,  will  be  enacted  into  law.  . 

Again,  Mr.  Chairman,  1  commend  you  and  your  staff  for  holding  these 'tomg. 
There  is  no  doubt  that  it  is  time  for  Administration  and  the  Congress  to  ^k  down 
on  shady  schools,  shoddy  accreditation  practices  and  shifty  lenders.  And  we  need  to 
do  it  now.  before  the  bill  becomes  too  big  to  pay. 
Senator  Nunn.  Thank  you  very  much.  Senator  Roth. 
Mr.  Manning,  one  other  observation.  Staff  tells  me,  after  having 
looked  at  this  for  quite  a  while,  a  couple  of  years,  that  even  though 
it  is  true  that  all  high  default  rate  schools  are  not  necessarily  bad 
schools,  there  is  a  correlation  that  when  you  get  a  high  default  rate 
school  usually  there  is  also  connected  with  that  school  other  proo- 
Icnis  BS  W©11. 

Mr.  Manning.  1  agree  there  is  a  correlation.  I  don't  think  you 

can  say  it  is  an  absolute  circumstance  

Senator  Nunn.  Not  absolute,  no. 

Mr.  Manning  [continuing].  And  one  of  the  recommendations 
that  I  make  in  my  extended  testimony  is  that  it  ought  to  be  a 
matter  of  routine  for  accrediting  organizations  as  well  as  tor  the 
Department  of  Education  to  examine  individual  cases  where  there 
is  high  default   m  _ 

Senator  Nunn.  Certainly  a  red  flag,  a  warning  flag. 

Mr.  Manning.  Exactly.  And  I  should  say,  Senator,  that  i  think 
none  of  us  believe  that  the  status  quo  should  be  maintained  un- 
changed. We  do  need  to  change.  We  have  problems,  and  we  all 
need  to  address  them  together. 
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Senator  Nunn.  We  appreciate  that,  and  your  testimony  here 
today  has  been  very  valuable  and  constructive.  We  thank  all  of  you 
for  being  here. 

Next,  we  have  a  staff  statement  relating  to  one  particular  case 
study  of  a  school,  the  Culinary  School  of  Washington. 
«   .  i??Ye  Deputy  CWe'  Counsel  John  Sopko  and  investigator 
Mark  Webster  who  will  be  testifying.  I'll  ask  you,  John,  and  Mark 
to  hold  up  your  right  hands  and  take  the  oath  before  you  testify. 

Do  you  swear  the  testimony  you  give  will  be  the  truth,  the  whole 
truth  and  nothing  but  the  truth,  so  help  you,  God? 

Mr.  Sopko.  I  do. 

Mr.  Webster.  I  do. 

Senator  Nunn.  We  thank  you  for  your  hard  work,  and  we  look 
forward  to  your  presentation. 

TESTIMONY  OF  JOHN  F.  SOPKO,  DEPUTY  CHIEF  COUNSEL,  PER- 
MANENT INVESTIGATIONS  SUBCOMMITTEE,  AND  R.  MARK 
WEBSTER,  INVESTIGATOR 

Mr.  Sopko.  Thank  you,  Mr.  Chairman. 

We  have  a  rather  lengthy  statement,6  with  exhibits,  and  I  will 
ask  that  those  be  introduced  at  this  time  into  the  hearing  record  as 
if  read,  and  what  I  would  like  to  do  is  summarize  the  highlights  of 
the  stall  statement,  some  of  which  has  come  up  over  the  last  2 
days  testimony. 

Senator  Nunn.  How  many  exhibits  do  you  have;  what  are  the 
numbers? 

Mr.  Sopko.  Senator,  first  of  all,  we  have  a  list  of  chronologies,  A 
through  G.  [See  Exhibit  No.  52.]  In  preparing  the  case  study  we  did 
a  chronology  on  each  of  the  major  agencies  involved— that  would 
be  seven  chronologies  and  supporting  documents.  In  addition  we 
have  a  number  of  statements  for  the  record,  10  statements  for  the 
record.  [See  Exhibit  Nos.  53-62.] 

Senator  Nunn.  Without  objection,  they  will  be  admitted  and  so 
numbered. 

Mr.  Sopko.  Senators,  as  we  explained  yesterday,  one  of  the  basic 
questions  that  this  Subcommittee  has  asked  the  staff  to  answer  is 
why  bad  schools  get  into  and  continue  to  operate  in  the  Title  IV 
program. 

In  attempting  to  answer  that  question  we  took  a  look  at  a  school 
that  was  recommended  to  the  staff  as  highlighting  some  of  the 
major  problems.  That  was  the  Culinary  School  of  Washington, 
which  went  out  of  business  this  year  in  1990.  So  it  is  a  recent  case 
study. 

The  Staff  review  of  the  Culinary  School,  revealed,  in  general,  a 
history  of  serious  and  recurring  problems  that  affected  both  the 
taxpayer  and  the  student.  The  best  summary  of  that,  Senator,  is 
the  Inspector  General's  inspection  report  of  May  21,  1990  that  was 
referred  to  yesterday  by  the  Inspector  General.  However,  contrary 
to  what  the  Inspector  General  said  yesterday,  it  did  not  precipitate 
the  demise  of  the  school.  The  school  had  already  effectively  closed 
its  doors  before  the  issuance  of  this  report. 

'See  p.  30?  for  staff  statement. 
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In  that  report  it  states: 

There  were  numerous  misrepresentations  made  to  students  concerning  housing, 
avauability  of  supplies,  transportation,  training  md  other  services  The  schools 
owne«  S  demonstrated  a  careless  disregard  for  laws  and  relations  concerning 
oESng7roper  lenses  for  recruiters  an?  licenses  for  the  Culinary  School  c^pu* 
2  In ?S  ip^rent  effort  to  delay  and  conceal  this  problem,  checks  were  backdated 
or  stoo-navments  made,  and  inaccurate  documents  were  prepared. 
°rTnTK  to ttestadSit.  and  the  Department  of  Auction  resulted  not  only 
from  the  school's  and  its  ownera'  noncompliance,  but  their  failure  to  meet  the  ex- 
pectations of  the  students  recruited  to  attend  that  school. 

Those  findings  in  May  of  1990  are  confirmed  by  a  litany  of 
horror  stories  going  back  to  the  founding  of  this  school.  As  a 
matter  of  fact,  Senator,  problems  relating  to  this  school  even  pre- 
date its  eligibility  for  the  Title  IV  program. 

Investigator  Webster,  who  is  with  me  today,  uncovered  evidence 
that  there  was  an  audit  done  when  Mr.  Kibarian  was  jmdntof 
Southeastern  University  here  in  Washington  DC.  That  audit 
showed  that  there  were  allegations  that  Mr.  Kibarian i  had  embez- 
zled over  $100,000  from  Southeastern  University  for  the  benefit  ot 
his  wife  and  himself-because  he  was  also  at  that  time  trustee  of 
the  Culinary  School  of  Washington.  This  audit  was  available  to  the 
accreditors  and  the  licensing  bodies.  It  was  referred  to  and  reported 
by  the  Washington  Post  in  1983,  1984  and  1985-prehmmary  to  the 
accreditation  by  ACCET,  during  the  time  m  which  N ATTS  was  re- 
viewing the  school  for  re-accreditation,  and  obviousiy  m  time  tor 
the  Department  of  Education  to  do  something  about  it. 

We  found  no  evidence  that  any  of  those  bodies  did  anything  with 
this  very  serious  allegation  concerning  Mr.  Kibarian  and  his  suit- 
ability to  participate  in  the  Title  IV  program. 

Senator,  from  the  students'  perspective,  we  contacted  a  number 
of  students  and  a  number  of  former  employees,  who  also  painted  a 
horror  story  with  the  school.  A  classic  example  is  cited  by  the 
former  French  instructor,  Sharon  Marburg,  who  mentioned,  among 
the  many  problems,  that  she  was  outraged  by  the  facilities  and 
primitive  conditions  in  which  the  students  were  supposed  to  learn. 
She  stated: 

I  had  to  meet  in  classes  in  local  taverns,  where  music  was  Wasting.  l^hUng  was 
inadequate,  and  the  smell  of  stale  beer,  smoke  and  vomit  permeated  the  room.  The 
class  locations  kept  changing,  but  they  never  got  better.    .  ff.  . 

The  students  told  me  that  the  facilities  were  underequipped  and  roach-  nfe^ted. 
They  else  stated  that  the  food  used  for  teaching  was  often  rancid  and  usually  miss- 
ing. 

This  pattern,  Senator,  continued  throughout  ite  existence.  When 
we  refer  to  the  Culinary  School,  Senator,  what  we  are  really  refer- 
ring to  is  a  school  for  scandal.  .  , 

If  you  look  at  the  triad,  Senator— licensing,  accreditation  and  the 
Department  of  Education— you  see  inaction  and  a  paucity  ot  ag- 
gressive investigations.  ,  ,  .    .    _  . 

Turning  to  licensing,  although  the  DCRA,  which  is  the  Depart- 
ment of  Consumer  and  Regulatory  Affairs,  with  the  District  of  Co- 
lumbia, was  aware  of  numerous  complaints  concerning  what  l  have 
just  described,  it  appears  that  up  to  1989  when  they  gave  up  icens- 
ing  jurisdiction,  they  did  little  if  anything  about  these  complaints. 

On  the  other  hand,  the  DC  Education  Licensure  Commission, 
which  then  took  over  licensing  jurisdiction  in  1989  and  also  had  ju- 
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risdiction  over  2-year  schools  in  the  District  of  Columbia,  appears 
to  have  done  more  on  the  regulatory  side. 

But  overall,  Senator,  the  staff  found  that  although  actions  by  the 
licensing bodies  may  have  eventually  resulted  in  the  school's  clo- 
sure in  1990,  they  appeared  to  have  been  generally  ineffective. 

Returning  to  Uie  actions  of  the  Education  Licensure  Commission; 
in  December  1984,  Senator—and  this  is  very  important  when  you 
compare  the  chronologies— they  did  a  staff  site  visit  of  the  school. 
T.?  TO***1*  about  this  December  1984  date  is  that  it  pre- 
cedes the  ACCET  site  visit  and  accreditation  by  ACCET. 

In  this  licensure  visit,  the  site  team  for  the  District  of  Columbia 
found  that  the  school  was  administratively  and  educationally  un- 
suitable. It  found,  for  instance,  that  in  the  application,  the  Culi- 
nary School  claimed  that  they  were  operating  under  a  17-person 
board  of  directors.  The  site  report  states,  "This  clearly  was  untrue. 
Ihis  board  never  met,  and  several  members  expressed  surprise 
when  apprised  that  they  were  listed  as  board  members." 

It  also  found  that,  Mr.  and  Mrs.  Kibarian  were  the  only  remain- 
ing members  of  the  1983  administrative  team.  It  noted  that  the 
Culinary  School  had  experienced  a  100  percent  turnover  in  faculty, 
brary  cnticized  the  8C"°°I  for  site  changes  and  an  inadequate  fi- 

The  site  team  noted  that  the  school's  catalogue  indicated  that 
housing  would  be  available  at  local  universities.  Unlike  other  site 
teams,  the  team  appeared  to  have  actually  done  some  work.  It 
seems  they  contacted  all  the  local  universities  in  Washington  and 
they  expressed  surprise  that  the  Culinary  School  even  existed— 
some  of  them  had  never  even  heard  of  it.  Nevertheless  the  site 
team  discovered  that  the  Culinary  School  was  advertising  that  stu- 
dents would  be  housed  at  local  universities,  like  American  Univer- 
sity, Georgetown  and  George  Washington. 

To  the  Subcommittee  staff,  these  findings  are  significant  since 
they  should  have  raised  serious  concerns  about  the  school's  qualifi- 
cations for  not  only  the  Title  IV  program,  but  also  for  the  proprie- 
tary school  license  held  in  the  District  of  Columbia.  Yet,  it  appears 
that  nothing  happened  as  a  result  of  this  site  visit. 

The  chairman  of  the  DC  Licensure  Commission  pleaded  with  the 
Department  of  Education  to  do  something  about  this  school,  and 
forwarded  a  copy  of  the  site  visit  report.  In  the  cover  letter  he 
stated:  the  Commissioner  has  asked  me  to  urge  you  to  take  what- 
ever corrective  actions  that  are  in  your  powers  to  take  to  protect 
the  citizens  of  the  District  of  Columbia.  Again,  the  staff  found 
that  there  was  no  response  from  the  Department  of  Education. 

Senator  Nunn.  If  we've  got  a  triad,  why  does  one  part  of  the 
triad  say  to  the  other  part,  "Do  something  about  this,"  when  that 
icensmg  part  has  found  the  problem?  Why  couldn't  they  take  the 
license  away? 

Mr  j  ?°p££vAn  this  case»  Senator,  the  Culinary  School  was  li- 
cen^  by  DCRA,  which  was  the  regulatory  body  at  that  time,  up  to 
1989.  In  1983  and  1984,  the  Culinary  School  attempted  to  become 
licensed  to  be  a  2-year  degree-granting  university.  At  that  time, 
they  went  before  the  Commission  on  Licensure.  The  Commission  on 
Licensure  sent  the  site  team  out  and  concluded  that  this  school  was 
horrible.  The  Commission  then  denied  the  request  for  a  2-year  li- 
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cense,  but  they  had  no  control  at  all  over  the  actual  license  by  Cul- 
inary to  be  a  proprietary  trade  school  at  that  time. 

As  a  result,  they  referred  that  report  to  DCRA,  and,  it  appears, 
that  like  everything  else  involving  DCRA,  nothing  happened.  As 
one  regulatory  official  told  us,  "DCRA  writes  good  reports;  that  s 
it."  And  that  is  basically  what  we  found.  We  found  some  excellent 
investigative  reports,  but  it  doesn't  look  like  there  was  any  follow 
up  ever  done  by  DCRA  to  these  investigators. 

Ergo,  the  Commission,  realizing  DCRA  will  do  nothing,  peti- 
tioned the  Department  of  Education  and  sent  a  letter  requesting 
them  to  do  something  since  they,  of  course,  can  bar  the  school  trom 
Title  IV  funding.  Unfortunately,  the  Department  of  Education  did 
nothing. 

Senator  Nunn.  Did  they  ever  reply  at  all? 

Mr  Sopko.  We  found  no  evidence  of  that.  Senator.  I  m  not  saying 
that  there  wasn't  a  reply  somewhere  in  the  files,  but  one  thing  you 
can  say  definately  about  the  Department  of  Education  files  is  that 
they  are  in  poor  shape.  So  we  may  have  missed  that  letter.  But 
more  importantly,  we  could  find  nothing  indicating  that  the  Lte- 
partment  did  anything  in  response  to  the  letter. 

Senator,  one  other  point— and  I  would  like  to  emphasize  that  the 
DC  Licensure  Commission  and  the  State  of  Virginia  also  noted 
this— namely  that  they  are  woefully  undermanned,  and  in  particu- 
lar they  were  woefully  undermanned  to  handle  the  Culinary  case. 
DC  Licensure  told  us  that  essentially  during  1989,  after  DC  Licen- 
sure Commission  got  jurisdiction  from  DCRA  and  initiated  a 
number  of  investigations,  but  they  spent  essentially  all  ot  their 
manpower  and  all  of  their  time  during  1989  just  working  this  one 
school.  The  State  of  Virginia  advised  us  also  that  m  1989  and  lyyu 
they  were  utilizing  most  of  their  resources  in  investigating  this  one 
school.  This  follows  and  supports  the  finding  of  yesterday  that  state 
licensing  operations  are  undermanned  and  understaffed  to  handle 
these  fast-moving,  fast-growing  proprietary  schools. 

Turning  to  the  second  leg,  Senator,  and  that  is  accreditation,  the 
Culinary  School  also  highlights  a  series  of  problems  with  the  ac- 
creditation process.  The  foremost  is  dual  accreditation.  Culinary 
was  first  accredited  by  NATTS  in  1982  and  later  obtained  accredi- 
tation from  ACCET  in  1985.  The  staff  found  evidence  that  appears 
to  indicate  that  Culinary  obtained  ACCET s  accreditation  in  re- 
sponse to  NATTS'  decision  to  revoke  the  school's  accreditation. 

In  May  of  1984,  NATTS  started  receiving  complaints,  senous 
complaints,  about  the  Culinary  School.  In  December  of  1984, 
NATTS  sent  out  a  special  site  team  visit.  That  site  team  visit  noted 
26  serious  problems.  The  end  result  was  a  recommendation  that 
the  accreditation  should  be  removed  by  NATTS  for  the  Culinary 
School. 

Unfortunately,  it  would  take  

Senator  Nunn.  Who  made  that  recommendation/ 
Mr.  Sopko.  Well,  originally,  it  went  up  to  the  NATTS  Accredit- 
ing Commission,  through  their  process;  but  the  site  visit  tound  lb 
concerns  or  serious  problems  that  led  to  that  decision. 

It  would  take  13  additional  months  for  NATTS  to  eventually 
remove  the  school's  accreditation. 
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In  summary.  Senator,  m  December  of  1984  the  problems  were 
noted  by  the  NATTS  site  team.  It  wasn't  until  March  of  1987  that 
the  accreditation  is  lifted  for  the  Culinary  School. 

Senator  Nunn.  Why  the  time  gap?  What  caused  that? 

Mr.  Sopko.  Apparently,  numerous  appeals,  delays,  and  procedur- 
al due  process  granted  by  NATTS.  I  believe  the  NATTS  officials 
will  testify  about  that.  Essentially  they  had  to  do  two  site  visits, 
two  appeals  of  the  denial  or  the  decision  to  revoke  the  accredita- 
tion in  this  whole  process.  Throughout  their  existence  you  will  also 
see  a  history  of  delay  by  the  Culinary  School.  It  keeps  asking  for 
delays  and  postponements,  which  in  this  case  they  were  able  to 
stretch  this  thing  out  for  approximately  2  years. 

Senator  Nunn.  Haven't  we  got  to  find  some  wav  legislatively  or 
m  the  regulatory  sense  to  accelerate  this  whole  process?  It  seems  to 
me  that  people  out  there  trying  to  do  an  honest  job  of  accrediting 
would  lose  any  kind  of  incentive  when  it  tak,«  this  long  to  get  any 
results. 

Mr.  Sopko.  That's  correct,  Senator,  and  I  think  those  are  some  of 
the  recommendations  you  will  hear  from  the  accrediting  bodies, 
that  they  would  like  to  be  removed  from  the  threat  of  legal  action, 
which  is  really  what  I  think  is  stopping  them  from  moving  more 
quickly— at  least  in  some  of  these  cases. 

Now,  at  the  same  time,  of  course,  the  Department  of  Education 
has  the  authority  to  move  a  lot  quicker,  and  they  have  emergency 
authority  in  some  cases  to  take  these  schools  out  of  the  Title  IV 
program  but  they  don't  appear  to  be  doing  that,  either.  Particular- 
ly m  the  Culinary  School  case,  the  Department  of  Education  was 
aware  of  a  lot  of  these  allegations  but  didn't  do  anything. 

Senator  Roth.  Let  me  ask  you  this  Question,  going  back  again  to 
the  number  of  people.  What  concerns  me  is  that  we  have  locked  in 
so  many  due  process  procedures,  some  of  which  are  obviously  nec- 
essary, but  haven't  we  made  it  almost  impossible  to  act? 

Mr.  Sopko.  Well,  Senator,  again,  concerning  the  accrediting 
bodies,  I  think  they  are  the  best  people  to  answer  that  question 
about  the  due  process.  Concerning  the  staffing  and  the  number  of 
people,  what  I  was  referring  to— and  I  may  be  misinterpreting  your 
question,  Senator— but  the  DC  licensing  people,  the  Virginia  licens- 
ing people,  and  all  the  State  officials  tell  us  that  they  just  don't 
have  enough  people  to  send  out  there  to  do  site  visits.  Site  visits 
are  a  key  

Senator  Roth.  But  you  told  us  they  did  site  visits. 
Mr.  Sopko.  Yes,  they  did  in  this  case. 

Senator  Roth.  So  there  was  no  lack  of  people  for  this  particular 
investigation,  as  I  understand  you. 

Mr.  Sopko.  Let's  say  there  was  no  lack  of  evidence,  let's  say,  that 
there  was  a  problem  in  this  case. 

Senator  Roth.  I  guess  just  listening  to  you,  it  seems  to  me  that 
the  problem  is  that  they  had  the  site  investigation,  but  for  some 
reason,  no  action  was  taken. 

Mr.  Sopko .That's ;  correct,  Senator,  that  is  correct.  In  this  case, 
all  of  the  bodies  had  information  that  this  school  was  bad.  And  in 
every  instance,  it  took  a  long  time  for  something  to  be  done.  Even- 
tually, what  was  done  was  that  the  school  went  out  of  business 
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Then-— it  ir  amazing— once  the  school  went  out  of  business,  ev- 
eryone begins  to  yank  accreditation,  or  yank  the  license.  But,  the 
school  is  essentially  out  of  business  by  that  time. 

Senator,  the  staff  also  discovered  that  almost  from  the  3tart  of 
the  tortuous  NATTS  de-accreditation  process,  the  school  hedged  its 
bets  by  obtaining  accreditation  from  ACCET.  ACCET  granted  ac- 
creditation on  July  18, 1985,  after  a  June  28th  site  visit  directed  by 
ACCET  vice  president  Debbie  De  Vries,  who  just  testified  a  few  mo- 
ments ago.  ,      ....  „ 

That  site  visit  ironically  gave  the  school  a  totally  clean  bill  ot 
health.  The  contrast  between  ACCET's  glowing  site  report  hao  got 
to  stand  out  in  contrast  to  other  events.  We  have  a  December  1984 
NATTS  site  visit  which  finds  horrible  conditions;  a  December  1984 
DC  site  visit  that  finds  horrible  conditions;  the  NATTS  site  visit  is 
reaffirmed  by  the  NATTS  Accrediting  Board,  and  the  appeal  proc- 
ess over  this  2  year  period  also  finds  problems  with  the  Cuhnaiy 
School.  In  addition,  the  Vet  rans  Administration  during  this  same 
time  frame  is  also  finding  problems  with  this  school.  Nevertheless, 
ACCET  comes  in,  dcvs  a  site  visit  and  grants  accreditation,  claim- 
ing that  the  school  meets  their  standards  as  a  good  school  for  ac- 
creditation. , 

Senator  Nunn.  In  other  words,  a  school  can  just  shop  between 
one  accrediting  body  and  another? 

Mr.  Sopko.  That's  exactly  what  this  school  did,  Senator.  We  have 
notations,  phone  logs  from  ACCET,  that  on  the  date,  May  10,  1985, 
when  Dr.  James  Gray,  an  Academic  Consultant  to  the  Culinary 
School,  called  ACCET,  he  appears  to  have  alerted  ACCET  that  they 
had  a  NATTS  accreditation,  and  were  "looking  for  double  accredi- 
tation". In  response  to  the  question  why  is  the  organization  seeking 
accreditation,  it  is  noted  in  somebody's  handwriting  at  ACCET— we 
don't  know  whose  "  in  case  the  other  to  change." 

It  appears  then,  that  the  school  even  told  ACCET  that  they  were 
going  to  lose  their  accreditation  at  NATTS.  Nevertheless,  it  didn  t 
appear  to  bother  ACCET  at  all,  they  still  granted  accreditation. 

The  Subcommittee  found  and  concluded  that  there  were  clearly 
other  problems  including  communications  and  cooperation.  This 
fact  pattern  raises  a  question  concerning  the  adequacy  of  communi- 
cation between  ACCET  and  NATTS;  ACCET,  NATTS  and  the  Vet- 
erans Administration;  and  ACCET,  NATTS  and  the  Department  of 
Education.  ,      ,. ,  , 

It  appears,  as  1  said,  that  ACCET  did  know.  Why  they  didn  t  go 
any  further  to  inquire  into  some  of  the  other  problems,  we  don  t 
know. 

It  also  appears  that  NATTS  knew  that  ACCET  was  going  to  ac- 
credit this  institution,  but  it  doesn't  appear  that  NATTS  advised 
ACCET  of  this  problem  at  all.  ,  4  . 

Senator,  an  additional  problem  that  was  raised  yesterday  that  is 
indicative  by  the  Culinary  School's  action  is  the  problem  of  unregu- 
lated branching  and  site  visits.  This  school  had  numerous 
branches;  none  of  them  were  ever  visited  by  ACCET,  even  though 
that's  where  all  the  problems  arose  and  ACCET  had  hundreds  of 
complaints  concerning  those  branches. 
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Senator  Nunn.  We  had  testimony  this  morning  that  the  branch- 
ing problem  has  now  been  solved.  Is  that  consistent  with  what  you 
are  talking  about? 

Mr.  Sopko.  Well,  Senator,  this  school  closed  in  1990.  They  were 
opening  up  branches  right  up  to  the  day  they  closed.  As  a  matter 
or  fact  this  school  closed  because  they  opened  up  a  branch  in  Rich- 
mond and  started  teaching  there  after  they  got  accreditation  but 
before  they  were  licensed.  So  this  problem  would  appear  to  still 
exist. 

That  Richmond  campus  was  not  visited  by  ACCET,  nor  were  the 
other  campuses  that  the  school  opened  in  1989  visited  by  ACCET. 
There  was  no  site  visit  by  the  accrediting  body. 

Senator  Nuntn.  So  you  would  fundamentally  disagree  with  the 
testimony  that  said  the  branching  problem  has  now  been  curbed  or 
cured? 

Mr.  Sopko.  Well,  I  would,  unless  it  has  been  fixed  since  this 
hearing  started. 

Senator,  briefly  I  would  like  to  turn  to  the  last  leg  of  the  triad, 
thai  is  the  Department  of  Education.  It  is  quite  clear  when  you 
review  the  chronologies  and  the  evidence  that  almost  from  the 
start,  the  Department  was  aware  that  there  were  problems,  serious 
problems,  with  the  Culinary  School. 

Just  a  few  points  on  that.  The  first  review  done  by  the  Depart- 
ment of  Education  in  January  of  1983— this  is  a  few  months  after 
they  obtained  approval  to  submit  applications  for  Title  IV— finds 
problems,  serious  problems,  with  the  school— serious  problems  that 
would  lead  one  to  believe  that  these  people  were  not  legitimate 
educators. 

The  site  team  found  that  the  school  was  operating  at  ineligible 
locations;  had  not  prepared  proper  financial  aid  material;  made 
misstatements;  and,  incorrectly  calculated  Pell  Grant  awards. 

A  1988  audit  by  the  Department  of  Education  Inspector  General 
noted  a  similar  pattern  for  the  period  of  1982  through  1985.  It 
turns  out  that  the  Culinary  School  s  first  outside  independent  audit 
was  submitted  to  the  department  19  months  late;  the  second  one 
was  submitted  5  months  late. 

In  1986,  this  audit  noted  that  the  Culinary  School  did  not  have 
written  policies  and  procedures  for  administering  the  program,  nor 
was  there  anyone  at  the  Culinary  School  who  could  explain  what  if 
any  internal  controls  were  being  used. 

It  concludes  by  saying:  "Based  on  the  results  of  our  review,  it  is 
our  opinion"— and  I  am  quoting  the  Department  of  Education  in 
their  1988  audit  report—  'that  Culinary  School  management  was 
fully  aware  of  its  noncompliance,  but  failed  to  properly  administer 
the  program/' 

The  staff  believes  this  report  raises  a  number  of  serious  prob- 
lems. First  and  foremost,  is  the  finding  by  the  Department  of  man- 
agement problems  at  Culinary  that  apparently  had  not  improved 
since  1983.  K 

Senator  Nunn.  Is  this  the  IG  report  or  the  department  report? 

Mr.  Sopko.  This  is  the  Department  of  Education  IG  audit,  Sena- 
tor. 

If  by  July  of  1986,  the  end  of  the  onsite  audit  review,  "there  still 
were  no  policies  and  procedures,  nor  any  person  who  could  explain 
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the  school's  policies  and  procedures/*  one  wonders  when,  if  ever, 
there  would  be  such  policies  and  procedures. 

Additionally,  Senator,  there  is  another  serious  question  raised. 
This  1988  IG  audit  report  was  initially  prepared  during  1986, 
issued  <n  draft  form  in  1987.  Thus  it  took  2  years ,  fig fh» •  ?«Wctor 
General  to  issue  his  final  report  in  February  of  1988,  which  docu- 
mented problems  that  occurred  8  to  6  years  before,  from  1982  to 
1986  Clearly,  such  serious  problems  should  have  produced  a  faster 
response  by  the  Inspector  General  and  the  Department,  especially 
since  the  report  highlighted  such  problems,  including  default  rates, 
leading  up  to  71  percent  in  1984. 

Unfortunately,  even  after  all  of  these  audits  were  issued  the 
school  continued  to  operate  and  did  operate,  obtaining  Title  IV 
funding,  until  the  date  it  closed.  ♦  %  ■ 

Senator  Nunn.  How  much  money  did  the  Government  lose  m 
this  case,  do  you  know? 

Mr  Sopko.  Senator,  that's  difficult  to  answer.  Millions,  is  all  we 
can  probably  say  at  this  time.  The  records  are  still  not  finalized. 
HEAF  estimated  a  few  million  dollars. 

There  are  also  300  students,  I  should  say,  who  must  repay  loans 
even  though  they  were  owed  a  refund  by  the  school,  and  HLA* 
found  that  they  were  owed  a  refund,  in  1986.  So  you  have  300  stu- 
dents out  there  who  are  still  liable  for  loans  even  after  they  lett 
school  and  the  school  was  told  to  make  repayments  to  them.  . 

Senator  Nunn.  So  the  school  owes  them  money,  but  the  school  is 

Mr.  Sopko.  Yes,  bankrupt.  It  has  been  discharged  from  bankrupt- 

Senator  Nunn.  And  the  students  owe  HEAF  money,  and  they 

^M^IoPKo^That's  correct.  Senator— even  though  HEAF  told  the 
school,  "You  were  supposed  to  make  refunds,  and  you  didn  t.  lne 
student  gets  screwed  in  this  case. 
Senator  Roth.  How  much  is  owed  HEAF? 

Mr.  Sopko  I  could  find  that  amount,  Senator.  1  don  t  have  that 
with  me,  Let  me  add  that  the  staff  just  looked  at  HEAF,  Senator 
There  are  other  guarantee  agencies  where  probably  the  same  proo- 
l&in  exists* 

Senator  Nunn.  So  you  could  be  talking  about  many  millions  of 
dollars. 

Mr.  Sopko.  That's  correct,  Senator.  ,   . ,    ,  u 

Senator  Nunn.  Are  there  any  assets  of  the  individuals  who  own 
the  school  that  you  know  anything  about?  Have  you  gotten  into 
that  phase?  Do  they  have  assets?  «,«  « 

Mr.  Sopko.  We  have  not  looked  at  their  assets,  Senator,  although 
the  Inspector  General  did  report  in  its  1990  Inspection  Report  that 
the  president  and  his  wife  paid  each  other  a  bonus  of  I  believe  it 
was  $180,000  in  1989,  just  before  they  declared  bankruptcy.  But  as 
far  as  I  know,  the  school  was  discharged  from  bankruptcy  because 
they  had  no  assets.  The  Kibarians  are  scot-free  as  far  as  I  know, 
aid  the  school  is  now  defunct— well,  I  will  correct  that— we  think 
the  school  is  defunct.  We  have  just  recently  uncovered  correspond- 
ence that  would  indicate  that  as  of  last  week  Mr.  Kibanan  is  at- 
tempting to  open  it  again  but  now  with  a  new  name.  It  is  called 
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"Culinary  School  of  Washington,  London,   Rome,  Paris  and 
Beying."  [See  Exhibit  No.  63.J  I  will  refer  to  that  in  just  a  few  mo- 
ments, Senator. 
Senator  Roth.  Who  opened  that  school? 

Mr.  Sopko.  Well,  Senator,  I  will  refer  to  that  exhibit  right  now. 

This  Exhibit,  marked  as  Exhibit  No.  63,  is  a  letter  we  know  that 
Dr.  Kibarian  wrote.  He  is  now  listed  as  the  Chairman  of  the  Board, 
but  we  don't  know  which  Board,  and  we  don't  know  who  else  is  on 
the  Board— but  he  is  sending  this  letter  to  most  of  the  schools  in 
the  Virginia-Maryland-Washington  area.  In  it,  he  is  soliciting  to  set 
up  a  new  culinary  school,  that  will  be,  as  he  states,  "financially 
painless  for  you  to  start  because  we  do  all  the  work,  and  the  tui- 
tion is  in  your  hands  before  students  start  the  program." 

He  further  states,  "the  purpose  of  this  agreement"— and  let  me 
just  note,  Senator,  he  is  sending  a  prospectus  that  is  already  pre- 
signed  and  dated  September  3,  1990,  and  he  is  sending  this  to  all 
the  schools— one  official  told  us  it  is  probably  across  the  United 
States,  but  we  have  only  documented  Virginia,  Maryland  and  DC. 

Again,  in  this  letter  he  states,  "The  purpose  of  this  agreement  is 
to  create  a  chef  s  program  for  you  that  meets  the  standards  of  aca- 
demic excellence  and  is  financially  sound." 

It  is  a  bit  ironic  that  though  he  talks  about  how  great  a  culinary 
expert  he  is,  you  will  notice  that  he  talks  about  an  Italian  dish  on 
the  front  line  called  "Tirami  Su"  and  I  was  told  that  it  is  mis- 
spelled. I  believe  he  also  refers  to  "Henkel  knives"  which  are  sup- 
posed to  be  a  famous  knife  set,  and  that  also  is  misspelled. 

Again,  returning  to  this  letter,  he  states  that  "the  class  of  25  stu- 
dents, based  on  a  tuition  charge  of  $6,000  to  $8,000,  will  generate 
$150,000  to  $200r000  per  class." 

Returning  to  your  question,  Senator— and  this  is  what  we  were 
going  to  comment  on— in  response,  this  is  pretty  indicative  of  edu- 
cation as  big  business.  Except  for  the  first  three  words,  he  never 
again  refers  to  education  in  this  5  or  6-page  document. 

We  do  know  that  starting  in  June  or  July—this  is  after  the 
school  was  declared  bankrupt,  after  the  IG  issued  that  critical  in- 
spection report,  after  ACCET  pulls  its  license,  and  everyone  else 
does  what  they  do  to  the  school— Mr.  Kibarian  began  his  first  mass 
mailing.  In  this  mailing,  which  is  dated  July  6,  1990  [See  Exhibit 
No.  64.]  he  sends  a  document  with  a  colorful  brochure,  "Learn  to 
be  a  Chef,  Culinary  School  of  Washington,  July  1989."  [See  Exhibit 
No.  108.]  He  attaches  that,  and  he  also  states  that,  "I  have  initiat- 
ed and  operated  a  chefs'  training  school  for  the  past  12  years  here 
in  Washington.  As  of  August  1989  we  had  as  many  as  600  students, 
with  revenues  exceeding  $6  million." 

He  says,  "Such  a  program  can  be  an  important  source  of  revenue 
to  you.  I  can  assure  you  a  minimum  of  $500,000  net  profit  for  the 
first  year  and  $1  million  for  the  second."  He  then  he  describes  in 
great  detail  how  you  can  make  that  $1  million. 

What  is  interesting  in  both  of  these  letters  is  that  there  appear 
to  be  some  fraudulent  statements,  to  say  the  least.  In  the  first 
letter  [See  Exhibit  No.  64.]  he  claims  to  be  somehow  affiliated  with 
Georgetown  University.  We  found  out  that  he  has  had  no  affili- 
ation with  Georgetown  University  since  1967.  [See  Exhibit  No.  70.] 
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In  the  second  letter  [See  Exhibit  No.  68.]  he  makes  reference  to  a 
Dr.  Osborne  of  the  Library  of  Congress,  implying  that  Dr.  Osborne 
is  a  member  of  this  Board  of  Directors  and  is  also  assuring  to  its 
quality.  Since  then,  Mr.  Webster  went  out  and  talked  to  Dr.  Os- 
borne, and  he  was  a  bit  surprised  that  he  was  still  on  a  board  of 
directors  that  he  thought  was  defunct.  He  also  states  for  the  record 
in  the  affidavit  which  we  will  make  an  exhibit  [See  Exhibit  No.  59.1 
that,  "I  have  never  authorized  the  use  of  my  name  or  professional 
position  by  Dr.  Kibarian  in  any  way  other  than  that  stated  above, 
and  that  is  when  he  was  on  the  board  of  directors  in  1980.  I  urn 
not  willing  for  my  name  to  be  used  by  Dr.  Kibarian  in  connection 
with  the  Culinary  School,  and  my  position  on  the  board  of  directors 
or  as  a  member  of  the  faculty  was  never  discussed  with  anyone 
until  10  September  1990,  with  the  Subcommittee  staff." 

He  goes  on  to  state,  "I  do  not  know  Dr.  Kibarian  s  motives.  I  do 
know,  however,  that  the  use  of  my  name,  title,  and  professional  po- 
sition was  a  clear  misrepresentation  by  Dr.  Kibarian.  It  is  a  mis- 
representation for  Dr.  Kibarian  to  imply  in  his  letters  that  I  am 
now  associated  with  the  Culinary  School  of  Washington. ' 

Senator  Nunn.  Are  there  any  criminal  investigations  pending  on 
this  matter?  ,  .  .  . 

Mr.  Sopko.  We  have  no  indication  that  there  are  any  criminal 
investigations.  Our  underst-jiding  is  that  when  the  Inspector  Gen- 
eral closed  the  case  in  1988,  that  was  the  end  of  all  criminal  mat- 
ters. _ 

Senator  Nunn.  Was  there  ever  a  Justice  Department  investiga- 
tion or  an  FBI  investigation? 

Mr.  Sopko.  The  FBI  also  investigated  this  school,  and  they  closed 
it  also.  Senator,  along  that  line  on  closing  cases,  can  I  just  make 
reference  again  to  the  Inspector  General's  testimony  of  yesterday. 

Contrary  to  his  testimony  yesterday,  it  appears  that  it  was  not 
on  the  recommendation  of  the  assistant  U.S.  attorney  or  the  De- 
partment of  Justice  that  the  Culinary  case  was  closed.  We  have  the 
report  of  investigation  closure  document  right  here,  and  it  states 
that  "after  learning  of  the  refunds,  the  assistant  U.S.  attorney, 
who  had  still  not  made  a  decision  to  either  prosecute  or  decline, 
advised  that  criminal  intent  would  be  very  difficult  to  prove.  As  a 
result  "in  September  1988,  the  assistant  U.S.  attorney  was  notified 
that  'we  were  closing  our  case'."  And  that  is  a  document  from  the 
Inspector  General's  office  dated  October  3,  1988.  [See  Exhibit  No. 

Senator  Nunn.  How  about  civil  suits?  Are  there  civil  suits  pend- 

"fir  .  Webster.  Senator,  they  could  have  addressed  the  allegations 
under  the  Program  Fraud  Civil  Remedies  Act,  which  they  could 
have  assessed  up  to  treble  damages. 

Senator  Nunn.  Who  is  "they"? 

Mr.  Webster.  Department  of  Education. 

Senator  Nunn.  There  is  civil  recourse.  Explain  that  a  little  bit. 
What  is  the  statute?  What  does  it  allow? 

Mr.  Webster.  I  can't  explain  the  statute  in  depth,  Senator,  but  I 
do  know  that  there  are  civil  remedies  that  they  could  have  looked 
at  that  they  apparently  didn't.  We  found  no  evidence  that  they  did. 

Senator  Nunn.  "They"  being  the  IG  of  Department  of  Education. 
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Mr.  Webster.  Yes,  sir. 

Senator  Roth.  If  I  might  just  make  two  comments,  it  seems  very 
ironical  to  me  that  this  man  could  be  involved  in  these  activities 
and  still  get  a  doctor's  excuse  from  appearing  before  us— as  I  think 
you  already  brought  out,  Mr.  Chairman. 

Senator  Nunn,  We  may  very  well  call  the  doctor  at  some  point. 
We  want  to  give  him  an  opportunity,  though,  to  examine  him  more 
thoroughly.  But  your  point  is  well  made.  We  do  intend  to  call  him. 

Senator  Roth.  The  other  point  that  deeply  disturbs  me  is  the  in- 
ability of  the  IG,  apparently,  for  whatever  reason,  to  act  effectively. 
These  arc  f  he  watchdogs,  Mr.  Chairman,  that  we  established  a  few 
years  /^go  to  prevent  this  kind  of  situation.  To  me  it  is  very  dis- 
tressing that  the  IG  failed  to  act  against  these  unscrupulous  opera- 
tors. The  fact  is  that  an  entire  scam  can  be  completed  before  the 
Inspector  General  does  anything.  I  think  this  is  a  serious  problem, 
and  we  ought  to  look  into  it. 

Mr.  Sopko.  Could  I  add  one  point  to  that,  Senator?  We  just  dis- 
covered—we got  some  more  records  2  days  ago  from  the  Depart- 
ment of  Education;  they  keep  trickling  in— and  it  indicates  after 
closing  the  criminal  case,  I  think  the  next  action  was  a  request  to 
study  it  again.  And  I  think  the  request  was  from  the  IG  to  another 
branch  of  Education  to  go  back  and  take  a  look  at  it  again. 

So  I  don't  know  how  many  times  you  can  investigate  the  case 
before  you  have  to  really  do  something,  but  that  was  the  end 
result,  that  the  Education  Department  is  going  to  go  back  and  take 
another  look. 

Senator  Nunn.  Did  I  hear  that  one  of  the  reasons  given  for  clos- 
ing the  case  is  because  refunds  were  supposed  to  be  made? 

Mr.  Sopko.  That's  correct,  Senator,  And  in  response  to  that— 

Senator  Nunn.  Refunds  to  the  students. 

Mr.  Sopko.  No,  Senator. 

Senator  Nunn.  Refunds  to  the  Government? 

Mr.  Sopko.  Refunds  to  HEAF.  The  Higher  Education  Assistance 
Foundation  disclosed  that  there  was  approximately  $500,000  in  re- 
funds in  1986  that  had  not  been  made  by  the  school.  They  were 
about  ready  to  bar  them  from  their  program  when  they  made  a  set- 
tlement agreement.  The  settlement  agreement  was  that  the  school 
would  make  repayments  every  month. 

The  irony  is,  Senator,  that  that  was  in  1986  yet  in  1987,  1988, 
and  again  in  1989,  we  found  the  HEAF  reports  complaining  con- 
stantly that  the  school  was  not  making  repayments  or  continued  to 
withhold  repayments  and  generally  creating  greater  refund  prob- 
lems.  Nevertheless,  it  seems  like  the  Inspector  Generals  office  and 
the  U.S.  attorney  to  some  extent  are  using  such  a  record  of  repay- 
ments as  grounds  for  not  indicting  the  Kibarians. 

It  is  comparable,  Senator,  to  a  bank  robber  robbing  a  bank,  get- 
ting  caught  by  the  FBI  and  saying,  "Okay,  FBI,  I'll  make  repay- 
ments of  the  money  I  stole  in  ueu  of  you  prosecuting  me,  and  on 
top  of  that,  I  will  rob  other  banks  to  repay  you,  and  you  will  know 
for  the  next  3  years  that  I  am  robbing  other  banks  to  repay  you, 
and,  therefore,  I  am  not  prosecutable  because  I  have  no  criminal 
intent."  That  is  the  best  analogy  I  have  of  this  situation,  Senator,  I 
may  be  in  error—there  may  be  other  documents  to  show  otherwise, 
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but  that  is  the  type  of  logic  that  appears  to  have  driven  the  deci- 
sion not  to  go  further  with  the  criminal  investigation. 

Senators,  in  conclusion,  the  staff  is  aware  that  this  committee 
looked  at  the  problem  of  prosecuting  schools  and  the  federal  stu- 
dent loan  program  in  hearings  held  in  1975.  We  firmly  believe  that 
although  no  one  has  taken  up  Dr.  Kibarian  on  his  request,  that  if 
somebody  does,  we  may  be  using  the  Culinary  School  again  as  our 
case  study  if  we  ever  have  to  revisit  this  issue— which  I  hope  we 
don't. 

Thank  you. 

Senator  Nunn.  When  you  say  nobody  has  taken  up  his  request, 
what  are  you  talking  about? 

Mr.  Sopko.  Well,  what  I  am  saying.  Senator,  is  that  as  far  as  we 
know,  no  other  school  owner  has  decided  to  go  into  partnership 
with  the  Culinary  School  of  Washington  and  Beying. 

Senator  Nunn.  Where  did  the  title  come  from,  do  you  know?  Is 
there  any  connection  with— do  they  have  any  kind  of  foreign 
branches  anywhere  that  you  know  anything  about? 

Mr.  Sopko.  Senator,  I  don't  know  what  waste  treatment  plant  m 
Beying  they  are  going  to  use  like  they  did  here  with  the  Bluephiins 
waste  treatment  plant,  but  maybf  they  have  a  relationship.  I  don  t 
know,  Senator.  There  is  nothing  in  these  letters,  other  than  it  has 
got  some  nice,  fancy  Chinese  script  at  the  bottom,  that  shows  there 
is  any  connection  to  these  cities.  t 

Senator  Nunn.  But  they  are  supposed  to  be  teaching  that  kind  of 
cooking— is  that  the  implication? 

Mr.  Sopko.  Well,  I  can't  really  tell.  I  mean,  if  you  look  in  here, 
the  only  cooking  they  mention  is  learning  how  to  cook  pizzas  and 
rum  balls,  which  again,  I  am  not  a  culinary  expert,  and  1  never  al- 
leged that  I  am,  but  somebody  told  me  they  don't  know  how  to 
spell  "Henkel"  knives  or  "Tirami  Su",  which  is  some  type  of  Ital- 
ian dish. 

Senator  Nunn.  Mark,  do  you  have  anything  to  add? 
Mr.  Webster.  No,  sir,  I  don't. 
Senator  Nunn.  Senator  Roth? 
Senator  Roth.  Nothing,  Mr.  Chairman. 

Senator  Nunn.  Thank  you  very  much.  We  appreciate  your  good 
work. 

Our  next  panel  of  witnesses  consists  of  Dr.  Robert  E.  Taylor, 
Chairman  of  the  Accrediting  Commission  of  the  National  Associa- 
tion of  Trade  and  Technical  Schools,  known  as  NATTS,  and  Roger 
J.  Williams,  President  of  the  Accrediting  Council  for  Continuing 
Education  and  Training,  known  as  ACCET. 

These  are  two  accrediting  agencies  which  at  one  time  or  another 
accredited  the  Culinary  School  of  Washington,  and  these  accredit- 
ing agencies  will  provide  an  overview  of  the  accreditation  and  the 
role  their  agencies  play  in  general  and  in  connection  with  the  Culi- 
nary School. 

Gentlemen,  we  appreciate  you  being  here  this  morning,  and  we 
look  forward  to  your  testimony.  I'll  ask  each  of  you,  as  we  swear  in 
all  the  witnesses  before  the  Subcommittee,  to  please  stand  and 
raise  your  right  hand  and  take  the  oath. 
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Do  you  swear  the  testimony  you  will  give  before  the  Subcommit- 
tee will  be  the  truth,  the  whole  truth  and  nothing  but  the  truth,  so 
help  you,  God? 

Mr.  Williams.  I  do. 

Mr.  Taylor.  I  do. 

Senator  Nunn.  Thank  you. 

Mr.  Williams,  would  you  like  to  lead  off  this  morning? 

TESTIMONY  OF  ROGER  J.  WILLIAMS,  ACTING  PRESIDENT,  AC- 
CREDITING COUNCIL  FOR  CONTINUING  EDUCATION  AND 
TRAINING  I ACCET J* 

Mr.  Williams.  Mr.  Chairman,  I  am  here  representing  ACCET, 
and  I  have  been  asked  by  Subcommittee  staff  to  provide  an  over- 
view of  accreditation  and  the  role  it  played  in  a  particular  case,  the 
Culinary  School  of  Washington,  and  what  steps  have  or  could  be 
taken  to  avoid  a  recurrence  of  its  long  and  painful  demise. 

I  have,  as  indicated  in  my  written  statement  presented  to  the 
staff  earlier,  worked  over  the  last  15  years  in  a  variety  of  profes- 
sional capacities  involved  with  education,  and  in  fact  have  operated 
a  trade  school  in  downtown  Washington,  DC  as  well  as  having 
worked  in  a  variety  of  capacities  with  the  accrediting  bodies. 

I  have  been  with  ACCET  for  just  over  a  year  and  a  half,  and 
since  working  out  of  the  Washington  office  on  government  rela- 
tions and  policy  development  and  have,  since  May  9th  of  this  year 
been  acting  president  of  ACCET. 

I  sincerely  believe  that  the  accrediting  agencies  are  an  invalu- 
able partner  in  the  triad  of  quality  assurance  along  with  State  and 
Federal  agencies.  While  it  can  be  argued  that  we  have  dragged  our 
feet  on  implementing  reforms  to  strengthen  the  accreditation  proc- 
ess, there  is  no  question  in  mv  mind  that  the  past  year  has  been  a 
chastening  experience  for  all  but  the  dull-witted  or  those  otherwise 
immune  to  moral  outrage  over  such  abuses, 

Change  never  comes  easily,  and  institutional  change  comes 
harder  still 

In  the  current  atmosphere,  we  are  forced  to  defend  and  support 
the  contributory  role  of  private  career  schools,  indeed  accreditation 
itself,  from  a  weakened  position  and  on  the  wrong  terms—namely, 
access  to  federally-guaranteed  loans  and  grants  instead  of  measura- 
ble quality  criteria  that  meet  our  growing  work  force  needs. 

Too  many  schools  have  served  as  willing  victims,  using  market- 
ing and  admissions  techniques  that  are  sometimes  more  clever 
than  sophisticated  and  often  superior  to  their  educational  delivery 
systems.  Compounded  by  the  problems  of  students  who  have  poor 
learning  skills,  low  self-esteem,  counterproductive  behavioral  pat- 
terns and  weak  financial  resources,  the  results  are  often  seen  in 
media  portrayals  of  human  tragedy,  such  as  that  depicted  for  the 
Culinary  School  of  Washington,  which  brings  me,  of  course,  to  the 
subject  at  hand:  What  happened,  why  did  it  happen,  and  what  can 
and  is  being  done  to  prevent  it  from  happening  again? 

I  offer  the  following  review  and  a  chronology  of  documented 
events  that  we  can  find  in  various  memoranda  and  letters  on  the 


*  See  p.  W)  for  Mr.  Williams  prepared  statement 
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record  since  the  time  of  initial  application  by  the  Culinary  School 
of  Washington  in  1985.  I  might  add  as  a  side  note  that  I  did  not 
have  some  of  the  information  fact,  or  at  least  the  staff  to  be  able  to 
review,  the  telephone  records  going  back  to  that  period  ot  time, 
and  so  my  chronology  may  be  missing  some  of  the  other  pieces. 

At  the  risk  of  turning  hindsight  into  insight,  except  for  an i  mitial 
finding  by  the  on-site  examination  team  during  its  June  1985  visit 
that  "there  is  a  strong  need  to  improve  documentation  of  financial 
practice  and  records,  especially  in  the  area  of  student  loans  and 
grants,"  a  lack  of  follow-up  and  correspondence  is  perhaps  the  most 

^The  current  structure  and  practice  of  the  Accrediting  Commis- 
sion provides  for  a  standing  financial  review  committee  to  review 
all  schools  reported  by  the  examination  team  to  h^e  weaknesses 
in  any  of  the  subsections  on  Standard  111  in  ACCET  standards 
under  financial  practices. 

At  the  last  commission  meeting  in  August  1990,  half  the  schools 
reviewed  were  referred  to  the  financial  review  committee,  and 
indeed  half  of  those  schools  became  either  deferred  or  denied  ac- 
creditation because  of  financial  practices  cited  as  an  area  of  weak- 
ness. _  .  .  , 
While  the  OIG  conducted  an  audit  of  the  program  for  the  period 
July  1982  to  December  1985,  producing  a  draft  report  in  May  1987 
and  a  final  version  in  February  1988,  recommending  approximately 
$400,000  in  refunds,  we  found  no  record  of  this  report  being  dis- 
seminated to  ACCET  for  review. 

Similarly  a  HEAF  report  dated  July  1988  cited  serious  problems 
in  financial  aid  administration,  but  there  is  no  record  of  a  copy 
ever  being  forwarded  to  ACCET.  In  fairness,  it  should  also  be  noted 
that  until  May  of  1989,  ACCET  had  no  formal  written  policy  deal- 
ing with  adverse  actions  by  other  agencies.  Indeed,  the  application 
in  1985  was  a  one-page  document  of  two  sides;  the  current  applica- 
tion is  approximately  19  pages  in  length.  . 

A  detailed,  comprehensive  revision  to  this  policy  in  March  ot 
1990  was  approved  by  the  ACCET  Accrediting  Commission  to  estab- 
lish a  formal  review  process  for  such  actions,  as  indicated  by  the 
OIG  and  HEAF  reports,  when  they  are  brought  to  our  attention. 

In  May  1988,  correspondence  between  the  Eligibility  branch  and 
ACCET  indicated  concerns  over  auxiliary  classrooms  at  a  number 
of  the  school's  restaurant  externship  locations.  The  ACCKl  re- 
sponse was  that  they  were  approved  but  not  cited  as  such  previous- 
ly to  the  Department.  There  is  no  record  of  a  followup  review  by 
ACCET  except  by  letter  to  the  school  dated  August  10th  of 
indicating  a  series  of  general  concerns  related  to  complaints, 
changes  in  curricula,  and  management  practices  at  the  school. 

In  retrospect,  this  situation  deserved  a  closer  review,  and  certain- 
ly if  any  site  were  unapproved,  a  serious  investigation  and  on-site 
visit  would  have  been  prompted. 

Prior  to  Mav  1  of  1990,  ACCET  did  not  require  a  preliminary  on- 
site  visit  for  newly  opened  branches  and  auxiliary  classrooms,  rely- 
ing on  State  approval  and  a  4-month  followup  visit.  Since  that 
date,  an  on-site  visit  is  conducted  by  ACCET  staff  for  all  sites  in- 
volved in  Title  IV  prior  to  presenting  a  report  to  a  subcommittee  ot 
the  commission  for  final  review  and  interim  approval.  A  full  team 
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visit  is  then  scheduled  approximately  4  months  after  interim  ap- 
proval. 

A  number  of  recent  cases  of  concern  to  the  commission  have 
indeed  resulted  in  show-cause  action  against  the  main  campus  for 
failings  discovered  only  at  a  branch.  Additionally,  the  commission 
issued  a  call  for  comment  in  July  of  1990,  proposing  to  limit 
branches  to  a  maximum  of  one  per  year. 

During  the  spring  and  summer  of  1989,  a  major  surge  in  com- 
plaints from  former  students  and  staff  of  the  Culinary  School  were 
received  by  ACCET.  The  complaint  procedures  prior  to  May  of  that 
vear  were  unwritten,  informal  and  unlogged.  The  record  is  to  a 
large  extent  silent,  beyond  correspondence  requesting  clarification 
and  resolution  by  Culinary  School  of  Washington  and  the  school's 
denials  of  such  wrongdoing. 

No  definitive  action  can  be  found  in  the  record  until  a  show 
cause  was  issued  on  January  8,  1990  in  response  to  negative  public- 
ity, student  complaints  and  actions  taken  by  Virginia  and  DC  licen- 
sure agencies. 

In  April  1990,  the  commission  approved  a  completely  revamped 
complaint  procedure.  All  complaints  are  logged,  processed  by  a 
senior  staff  person,  and  presented  to  the  commission. 

On  January  9,  1990  the  Culinary  School  filed  Chapter  11  bank- 
ruptcy  and  cancelled  the  scheduled  January  11  visit  by  an  ACCET 
examination  team.  ACCET  met  with  counsel  and  DC  Education  Li- 
censure officials  to  coordinate  these  efforts.  The  ELC  agreed  to 
revoke  the  license  on  January  31,  but  the  bankruptcy  court  issued 
a  temporary  restraining  order  to  enjoin  the  revocation  of  this  li- 
cense. On  February  27,  the  ELC  notified  ACCET  that  the  Culinary 
School  of  Washington  had  agreed  to  close  with  a  teach-out  agree- 
ment culminating  in  the  school's  closure  by  June  30,  1990. 

Senator  Nunn.  What  does  that  teach-out  agreement  mean? 

Mr.  Williams.  It  would  have  been  a  provision  to  teach  out  all  of 
the  current  students  there  with  other  institutions  offering  some 
comparable  education  in  the  area,  or  providing  refunds. 

Senator  Nunn.  Do  you  know  whether  that  is  being  carried  out? 

Mr.  Williams.  To  the  best  of  my  knowledge,  it  was  an  agreement 
that  had  been  worked  out  between  the  ELC  and  the  school,  and  it 
was  carried  out.  I  do  not  know  the  details  of  it,  though,  no,  sir. 

Senator  Nunn.  Who  is  supposed  to  follow  up  on  that? 

Mr.  Williams.  Well,  typically,  the  State  licensure  is  the  one  who 
works  it  out.  Accreditation  often  plays  a  role  in  itr  but  in  this  ea&e 
I  do  not  think  we  played  any  role. 

Senator  Nunn.  So  you  are  not  responsible  to  follow  it  up,  in  your 
opinion? 

Mr.  Williams.  I  think  we  would  be,  yes. 
Senator  Nunn.  You  think  you  will  be? 

Mr.  Williams.  Yes.  I  know  we  will  be,  and  I  think  we  should  be. 
Senator  Nunn.  But  you  haven't  done  it  yet. 
Mr.  Williams.  No,  sir. 

This  case  begs  an  obvious  question  of  closure:  Can  it  happen 
again?  Unfortunately,  any  answer  but  yes  would  have  to  be  suspect 
until  tested  and  scrutinized  over  a  time  frame  sufficient  to  meas- 
ure the  impact  of  recent  statutes  passed  in  December  1989  in  the 
Budget  Reconciliation  Act,  the  Department  of  Education's  Default 
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Reduction  Initiatives  of  June  5, 1989,  and  the  various  reforms  insti- 
tuted by  ACCET  and  other  accrediting  agencies  over  the  past  year. 

What  can  clearly  be  said  with  some  measure  of  certainty  is  that 
there  are  far  more  remedies  in  place  than  there  are  analyses  of 
their  combined  impact  on  postsecondary  education,  particularly 
shorter-term  programs  of  less  than  a  year.  The  fear  now  might  be 
that  the  pendulum  will  swing  too  far,  toward  an  adversarial  rela- 
tionship between  the  regulatory  bodies  represented  in  the  triad, 
and  we  will  have  undermined  the  foundation  of  expertise  and  lead- 
ership necessary  to  support  our  mutual  goal  of  improving  schools. 

I  have  four  recommendations  that  I  will  put  forth,  the  first  being 
under  the  heading  of  role  definition  and  communications,  an  area 
that  I  think  is  extremely  important. 

Many  others,  as  well  as  I,  believe  that  an  overriding  issue  under- 
lies the  weakness  in  the  system—a  lack  of  clear  role  definition  and 
communication  linkages  that  keep  us  informed  about  essential  in- 
formation. The  triad  of  quality  assurance  exists  in  a  conceptual 
void. 

The  first  step  should  be  taken  at  the  Department  of  Education  by 
calling  for  a  series  of  work  sessions  involving  the  accrediting  agen- 
cies, State  authorities,  guarantee  agencies  and  Federal  representa- 
tives, focused  on  clarifying  the  respective  roles  and  agreeing  to  spe- 
cific information  exchanges  through  memorandums  of  understand- 
ing or  similar  devices. 

I  would  include  the  guarantee  agencies  because  they  serve  a  sig- 
nificant role  that  is  both  sufficiently  ill-defined  and  important 
enough  to  make  them  a  member  of  a  revived  triad-plus-one. 

Each  of  us  has  an  important  role  and  some  measure  of  overlap- 
ping responsibility  that  would  better  serve  the  public  interest  by 
clearly  defining  primary  and  secondary  levels  of  responsibility  and 
sharing  related  information. 

A  second  item— the  role  of  accreditation  has  changed,  evolving 
from  a  traditional  collegial  model  of  interaction  to  one  of  a  compli- 
ance office  with  an  increasingly  legalistic,  albeit  educationally  fo- 
cused, underpinning.  We  are  ever  more  frequently  sued  over  ad- 
verse actions  of  denial  or  withdrawal  of  accreditation,  which  in 
turn  drains  resources  otherwise  available  to  develop  and  improve 
the  process. 

Statutory  protection  or  other  assistance  in  such  lawsuits  result- 
ing from  the  performance  of  our  duties  would  greatly  benefit  the 
public  interest.  Increasingly  schools  seek  the  protection  of  the 
bankruptcy  court  such  that  accreditation  and  its  supporting  activi- 
ties are  at  best  in  a  grey  area  with  fears  of  court  citations  and 
fines.  A  clear  expression  of  congressional  intent  such  that  accredi- 
tation is  exempted  from  this  paralyzing  situation  would  serve  the 
process. 

Third,  when  a  school  closes,  students  are  often  left  at  the  door, 
with  nowhere  to  go  to  complete  their  training  or  to  obtain  a 
refund.  There  needs  to  be  a  fund,  perhaps  paid  into  as  an  insur- 
ance fee  per  loan,  collected  from  the  school  by  the  State  guarantee 
agency.  The  fund  could  be  administered  by  an  ad  hoc  task  force 
made  up  of  representatives  from  the  State  accrediting  and  guaran- 
tee agencies. 
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Fourth,  a  central  focus  of  any  rational  discussion  on  student  de- 
faults must  also  address  the  obvious  shift  over  the  past  10  years 
from  grants  to  loans.  At  a  time  when  budget  deficits  loom  larger 
than  life,  no  one  expects  the  situation  to  change  in  the  near  term. 
However,  it  must  change  if  we  are  to  address  the  unbalanced 
burden  of  those  with  the  fewest  options  and  opportunities  to  build 
a  future  that  serves  both  their  and  the  Nation's  needs. 

Finally,  I  am  left  with  the  observation,  long  held,  that  accredita- 
tion is  a  major  piece  of  a  complex  puzzle.  If  it  didn't  exist,  I  believe 
we  would  have  to  invent  it  to  complete  the  picture.  It  must  be  ad- 
ministered at  the  highest  level  of  integrity  in  service  to  the  public 
interest  as  a  true  indicator  of  quality  education  and  training.  It  has 
too  often  been  assumed  to  be  the  all-encompassing  gatekeeper 
when  in  fact  it  is  part  of  a  complex  system  that  must  interact  pur- 
posefully and  clearly  for  it  to  work  properly.  The  glare  of  the  spot- 
light by  the  media,  the  Department  of  Education  and  the  Congress 
has  focused  our  attention  and  painfully  crystallized  a  sense  of  re- 
newed urgency  and  commitment  to  making  the  process  work  effec- 
tively. 

With  that,  I  conclude  my  remarks. 

Senator  Nunn.  Thank  you,  Mr.  Williams.  I  have  just  a  couple  of 
questions,  and  I'll  come  back  and  ask  both  you  and  Mr.  Taylor 
some  questions  after  his  testimony. 

How  large  a  jurisdiction  is  ACCET  covering? 

Mr.  Williams.  We  currently  have  about  370  main  campuses,  a 
total  of  about  1,000,  with  branches  and  auxiliary  classrooms. 

Senator  Nunn.  About  how  many  States  do  you  cover? 

Mr.  Wiluams.  All  50  States. 

Senator  Nunn.  You  cover  everything. 

Mr.  Wiluams.  Yes,  sir. 

Senator  Nunn.  About  how  many  employees  do  you  have? 

Mr.  Wiluams.  We  currently  have  14  rull*time  employees,  and  we 
use  about  6  part-time/temporary  employees,  some  on  a  contract 
basis. 

Senator  Nunn.  Fourteen? 

Mr.  Wiluams.  Yes,  sir. 

Senator  Nunn.  And  how  many  schools? 

Mr.  Wiluams.  About  1,000,  looking  at  all  of  the  branches. 

Senator  Nunn.  About  1,000.  And  all  those  pay  you  a  fee? 

Mr.  Wiluams.  Yes,  sir,  the  sustaining  fee  as  well  as  fees  that  are 
encumbered  during  visits. 

Senator  Nunn.  Is  your  organization  a  profitmaking  organization? 

Mr.  Wiluams.  No,  sir.  It  is  a  501{cK3l 

Senator  Nunn,  Is  that  the  case  of  most  accrediting  agencies? 

Mr.  Wiluams.  I  don't  believe  so.  I  think  most  of  them  are  non- 
profits. I  don't  know  that  all  of  them  are  501(cX3)s. 

Senator  Nunn.  So  yours  is  really  a  charitable  nonprofit? 

Mr.  Williams.  Yes,  sir. 

Senator  Nunn.  You've  got  14  people  plus  6  part-time,  and  you've 
got  1000  schools;  that  would  be  50  schools  per  emr^yee  counting 
part-time,  wouldn't  it? 

Mr.  Wiluams.  It  is  a  hefty  chunk. 
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Senator  Nunn.  Are  you  staffed— is  that  almost  by  definition  im- 
possible to  do  the  job  with  basically  50  schools  per  employee,  count- 
ing part-time?  ,  ,_or, 

Mr  Williams.  I  think  if  you  went  back  to  around  1987,  there 
were  still  only  four  full-time  employees.  There  was  a  large  growth 
in  the  staff  around  1987-88.  If  schools  were  coming  up  all  the  time, 
if  we  had  all  bad  schools,  there  would  be  no  way.  The  process  is 
built  on  periodic  reviews.  Schools  receive  anywhere  between  one 
year  and  5  years  of  accreditation,  and  so  it  is  built  in  with  sort  of 
an  ongoing  periodic  review.  There  is  no  question  that  we  could  use 
more  staff.  I  think  that  is  probably  true  of  every  agency  that  exists. 

Senator  Nunn.  It  is  very  difficult  to  get  around  and  review  once 
an  accreditation  takes  place;  from  that  point  on,  it  is  hard  to  go 
back  and  review  unless  something  really  comes  up  on  the  board 
with  a  red  light,  right? 

Mr.  Williams.  It  is,  sir.  I  think  that  is  probably  what  emphasizes 
the  importance  in  fact  of  communication  with  the  States  and  the 
Federal  Government  and  the  guarantee  agencies  because  it  greatly 
expands  the  network  that  would  allow  us  to  have  the  information 
to  be  able  to  make  good  decisions. 

Senator  Nunn.  How  long  have  you  been  onboard? 

Mr.  Williams.  A  year  and  a  half. 

Senator  Nunn.  Have  you  had  decertifications  during  that  timer 

Mr.  Williams.  Yes,  sir.  At  the  last  commission  meeting  in 
August,  we  reviewed  approximately  60  schools  that  were  coming  up 
either  for  initial  or  re-accreditation,  and  I  believe  we  had  11  deni- 
als and  14  deferrals  of  accreditation  out  of  that  pool. 

Senator  Nunn.  Thank  you. 

Mr.  Taylor*? 

TESTIMONY  OF  ROBERT  TAYLOR,  CHAIRMAN.  ACCREDITING 
COMMISSION.  NATIONAL  ASSOCIATION  OF  TRADE  AND  TECH- 
NICAL SCHOOLS ' 

Mr.  Taylor.  Chairman  Nunn,  I  want  to  thank  you  for  the  oppor- 
tunity of  being  here  and  addressing  issues  of  accreditation  as  it  re- 
lates to  NATTS.  ,  ,  » 

Since  1987,  I  have  been  a  public  member  of  the  Accreditation 
Commission  and  since  June  of  this  year,  served  as  its  chair. 

The  testimony  filed  with  the  Committee,  which  I  assume  will  be 
committed  to  the  record  

Senator  Nunn.  It  will;  your  entire  statement  will  be  part  ol  the 
record,  as  will  Mr.  Williams',  without  objection. 

Mr.  Taylor  [continuing].  Lists  some  of  my  background,  extend- 
ing over  40  years  in  the  public  sector  of  vocational  and  technical 

education.  ,  . 

I  think  it  important  to  distinguish  NATTS  as  a  trade  association 
that  serves  its  members  from  its  independent  and  autonomous  ac- 
crediting body.  We  enjoy  autonomy  of  action,  budget,  supervision  of 
our  staff,  and  seek  to  function  as  a  reliable  authority  on  the  qual- 
ity of  training  offered  by  NATTS  schools. 


*  See  p.  392  for  Mr.  Taylor's  prepared  statement 
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The  NATTS  bylaws,  for  example,  say  that  our  actions  shall  not 
be  subject  to  review  of  the  board  of  directors,  and  that  in  fact  is  as 
it  works.  While  the  board  appoints  the  members  of  the  commission, 
only  the  commission  itself  may  remove  members  and  we  have 
four,  I  would  say,  distinguished  public  members.  Dick  Doolittie,  for 
example,  is  executive  director  of  the  Graduate  School  of  Banking  at 
the  University  of  Wisconsin.  Mr.  Ditto  has  just  retired  as  the  ad- 
ministrative vice  president  of  the  Houston  Community  College 
System  And  Francis  Carter  is  executive  director  of  the  Chester 
Educational  Foundation  in  Pennsylvania  and  a  former  vocational 
school  director. 

Senator  Nunn.  Now,  are  they  a  full-time  or  part-time  advisory 
group? 

Mr.  Taylor.  We  function  as  regular  members  of  the  commission. 
The  commission  meets  three  times  a  vear  for  a  full  week.  We  are 
on  call  through  conference  calls.  We  nave  an  executive  committee 
which  functions  in  the  interim,  and  then  we  have  an  additional  re- 
treat to  look  in  depth  at  our  processes  and  procedures. 

Additionally  

Senator  Nunn.  How  many  full-time  employees  do  you  have? 
Mr.  Taylor.  About  21.  I'd  want  to  correct  that,  but  that  is  the 
approximate  number. 
Senator  Nunn.  Does  that  include  secretarial? 
Mr.  Taylor.  Yes. 

Senator  Nunn.  How  many  people  do  you  have  actually  involved 
in  directly  examining  schools? 

Mr.  Taylor.  Probablv  16  to  17. 

Senator  Nunn.  And  how  many  schools  do  you  have? 

Mr.  Taylor.  Twelve  hundred. 

Senator  Nunn.  Sixteen  to  17,  with  1,200  schools. 

Mr.  Taylor.  Yes.  But  let  me  make  the  point  that  our  regular 
and  permanent  staff  are  supplemented  by  the  commission;  that 
commissioners  give  about  6  to  8  weeks  a  year  to  commission  activi- 
ties; they  are  the  ones  who  read  the  school  files,  discuss  them  and 
make  the  decision  in  full  commission  meeting;  and  additionally,  we 
are  supplemented  by  visiting  teams  that  draw  on  members  of  in- 
dustry, faculty  members  in  universities,  and  representatives  from 
the  industry  itself. 

Senator  Nunn.  Could  you  explain  how  that  works?  The  visiting 
teams  are  separate  and  apart  from  those  16  employees? 

Mr.  Taylor.  Yes,  they  are— although  a  staff  member  does  accom- 
pany each  team.  A  team  visit  is  typically  2  days.  It  involves  prior 
reading  of  the  self-evaluation  study  of  the  school.  Staff  members 
have  made  calls  to  employers  of  graduates  in  the  area;  a  10  percent 
sample  of  the  last  three  classes  to  see  if  they  are  placed  and  what 
employer  satisfaction  is  with  respect  to  those  graduates.  We  always 
invite  a  representative  of  the  State  licensing  agency  to  participate 
in  the  team  visit,  and  while  there,  we  will  look  at  the  facilities,  the 
equipment,  look  at  the  curriculum,  look  at  placement  rates,  do  a 
random  check  of  files  and  refund  schedules,  and  an  interview  of 
students  that  is  conducted  without  members  of  the  school  staff 
present. 

Senator  Nunn.  Is  that  based  on  people  trying  to  get  accredited, 
or  people  already  accredited  on  a  regular  review? 
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Mr.  Taylor.  The  cycle  is  the  same  both  ways.  In  other  words,  the 
same  standards  apply.  t 

Senator  Nunn.  How  many  team  visits,  for  instance,  would  you 
have  had  last  year? 

Mr.  Taylor.  Probably  in  tl„  neighborhood  of  400.  In  other 
words,  we  typically  deal  with  about  100-  13A  schools  at  each  of  the 
three  Commission  meetings— 400  may  be  slightly  high.  But  we 
have  additional  commission-directed  visits.  For  example,  if  we  get 
complaints— and  let  me  also  say  that  another  part  of  this  team 
visit  is  to  contact  the  Better  Business  Bureau,  and  contact  the 
State  agency  for  information.  We  are  now  publishing  in  the  local 
paper  that  a  school  is  up  for  accreditation  and  inviting  comments, 
and  at  every  commission  meeting  we  hear  reports  from  the  Federal 
Trade  Commission,  the  U.S.  Post  Office,  the  Better  Business 
Bureau  and  State  agencies  with  respect  to  complaints.  That  is  an 
ongoing  process  of  our  commission.  ...  , 

Senator  Nunn.  Four  hundred  visits,  and  each  visit  takes  a  couple 
of  days  each?  How  do  you  have  the  staff  time  to  do  that?  I  don  t 
understand  how  the  arithmetic  works.  You've  got  a  staff  member 
on  each  visit. 

Mr.  Taylor.  Well,  we  have  some  staff  that  essentially  are  on 
school  visits  almost  full-time.  That  is  called  the  traveling  staff 

Senator  Nunn.  Could  you  furnish  for  a  record  a  list  of  the 
schools  you  visited  last  year,  just  one  year? 

Mr.  Taylor.  We  can  do  that;  we'll  be  glad  to  do  that,  yes.  And  of 
course,  we  publish  lists  of  schools  that  have  been  reviewed  and  the 
commissions  action.  That  goes  out  in  the  house  organ  to  all  school 
members. 

Senator  Nunn.  Okay.  Go  ahead. 

Mr.  Taylor.  Then,  carrying  on,  just  let  me  say  that  our  furaa- 
mental  concen.  as  an  accrediting  agency  is  the  matter  of  educa- 
tional excellence  and  institutional  integrity.  We  do  not  believe  it  is 
our  role  to  enforce  financial  aid,  and  we  do  not  engage  unpolitical 
or  lobbying  activities.  I  appear  today  at  your  invitation. 

I  have  submitted  2%  pages  of  chronology  and  information  on  our 
commission's  actions  with  respect  to  the  Culinary  School,  and  in 
light  of  staff  requests  to  reduce  time,  I  will  not  comment  on  that 
except  to  summarize  by  saying  that  Oliver  Wendell  Holmes  said 
years  ago  that  "No  generalization  is  worth  a  damn,  including  this 
one."  And  I  would  urge  that  this  Committee  be  very  careful  about 
stereotypes  and  generalizations  with  respect  to  accreditation.  Each 
commission  functions  differently,  has  its  own  set  of  standards  and 
procedures.  iV  ,  e 

For  example,  the  comment  was  made  by  staff  about  the  length  ot 
due  process,  and  it  was  extensive,  and  I  will  speak  to  that  in  a 
moment.  For  example,  with  another  school  of  interest  to  this  com- 
mission, the  Detroit  Engineering  Institute,  quite  recently  we  ran 
the  same  cycle  in  6  months.  So  we  are  talking  about  the  difference 
between  what  was  several  years  ago  and  what  the  process  is  now. 

For  example,  there  is  talk  about  T'accreditation-jumping  .  In  1989 
there  was  a  Federal  law  passed  to  stop  "accreditation-jumping  so 
what  we  are  talking  about  is  now  against  Federal  law,  and  no  ac- 
creditation can  be  transferred  or  re-established  within  24  months 
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unless  it  has  been  re-established  with  the  original  commission  or 
has  the  permission  of  the  Secretary  of  Education. 

Senator  Nunn,  I  guess  the  question  is  whether  you  can  enforce 
that  law.  It  depends  on  the  relationship  between  the  accrediting 
bodies  and  whether  there  is  an  exchange  of  information  and  a  free 
flow  of  information.  It  is  one  thing  to  have  a  law,  but  we  have  seen 
all  over  the  place  how  those  can  be  disregarded,  broken,  and  so 
forth. 

So  the  question  is  can  you  enforce  that.  Can  you? 
Mr.  Taylor.  Well  

Senator  Nunn.  Do  you  have  dialogue  with  

Mr.  Taylor.  The  enforcement  is  with  the  Department  of  Educa- 
tion. It  is  the  Federal  law.  And  let  me  say  that  we  

Senator  Nunn.  I  understand  that,  but  if  you  don't  know  about 
the  other  agency  doing  the  accrediting,  and  you  don't  have  a  dia- 
logue or  any  kind  of  centralized  source  of  information  on  that  by 
definition,  it  is  not  going  to  happen. 

Mr.  Taylor.  Again,  let  me  say  that  the  current  obligations  of  our 
accreditation  process  call  for  the  school  coming  up  for  accreditation 
to  advise  us  if  they  hold  or  are  seeking  other  accreditation.  It  is 
now  obligatory  on  the  school  to  report  to  us. 

I  will  acknowledge  that  the  cycle  on  the  Washington  Culinary 
School  took  long,  but  it  went  through  a  number  of  appeals,  I  would 
point  out  that  schools  file  lawsuits,  and  since  1988,  our  commission 
has  engaged  in  10  lawsuits  in  our  attempt  to  revoke  accreditation. 
The  courts  have  held  that  we  must  follow  our  own  procedures,  and 
this  obligates  us  to  allow  schools  to  respond  to  the  adverse  action 
that  may  be  taken  and  that  these  processes  are  required  by  the  De- 
partment of  Education  s  regulations. 

Additionally,  let  me  say  that  this  cycle  on  the  Washington  school 
occurred  when  the  nature  and  purpose  of  accreditation  was  shift- 
ing; that  the  issue  of  encouraging  institutions  in  self-improvement 
was  the  original  and  still  a  strong  continuing  purpose.  But  rather 
than  acting  as  regulators,  accrediting  commissions  seek  to  assist 
schools  in  being  better. 

Since  that  time,  we  have  taken  a  more  aggressive  posture  with 
respect  to  oversight  and  monitoring,  and  as  I  point  out  in  the  De- 
troit school,  we  were  able  to  act  within  6  months. 

Let  me  just  highlight  two  or  three  measures  that  we  have  taken 
to  strengthen  our  ability  to  deal  with  schools  that  fail  to  meet 
standards. 

We  have  developed  a  concept  of  a  rapid  response  team,  and  when 
we  see  an  alarm  bell  or  a  problem,  we  can  assemble  a  team  within 
days  and  be  out  there;  and  we  have  done  that  eight  times  in  the 
last  year  to  18  months,  resulting  in  five  schools  ultimately  being 
removed  from  accreditation. 

We  have  strengthened  our  reporting  system.  We  now  require 
stronger  financial  and  annual  reports. 

Another  point  that  I  would  make  is  that  we  have  initiated  ac- 
creditation workshops.  Anyone  applying  or  seeking  renewal  of  ac- 
creditation is  required,  as  a  condition,  to  attend  a  2-day  workshop, 
and  this  does  result  in  considerable  self-selection.  For  example,  of 
193  applicant  schools  who  attended  accreditation  workshops,  only 
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70  have  actually  applied,  so  we  have  an  initial  sifting  taking  place 
as  a  result  of  that.  . 

We  have  revised  and  strengthened  our  appeals  process  to  elimi- 
nate the  possibility  that  schools  can  provide  new  evidence  to  the 
appeals  panel  that  were  not  available  to  the  commission  at  the 
time.  This  has  accelerated  our  appeals  process  and  has  given  us  the 
ability  to  streamline  and  expedite  it. 

We  have  also  amended  our  standards  of  accreditation  with  re- 
spect to  recruitment  practices.  The  branch  recommendations  given 
by  staff  yesterday  are  now  in  place  as  standards  of  this  Commis- 
sion. So  we  agree  with  that. 

Our  refund  policy  has  been  liberalized,  and  I  would  say  is  more 
liberal  than  putHc  institutions.  A  school  may  not  retain  tuition  for 
the  program  until  a  student  completes  75  percent,  and  in  States 
where  a  State  regulation  may  be  more  liberal  to  the  student,  we 
concede  to  the  State  on  that  situation. 

Let  me  just  conclude  by  saying  that  the  Federal  policy  structure 
recognizes  the  triad;  we  subscribe  to  it.  We  agree  with  the  IG  and 
other  witnesses  yesterday  who  have  said  that  the  roles  and  rela- 
tionships within  that  triad  need  to  be  clarified  and  strengthened. 

I  do  believe  that  the  accrediting  process  can  and  does  work,  and  I 
will  remind  the  Committee  that  the  overwhelming  majority  of  stu- 
dents who  attend  NATTS  schools  complete  and  get  jobs,  and  that  is 
what  it  is  about. 

Several  recommendations  to  this  Committee.  One,  as  other  wit- 
nesses have  identified,  we  need  immunity  for  personal  actions  by 
members  of  the  commission.  The  NATTS  association  carries  a  judg- 
ment liability  policy  on  commissioners  with  respect  to  suit.  We  are 
frequently  named  in  suits,  and  that  is  a  worry,  and  that  is  a  cost 
that  could  be  used  for  oversight  and  alternate  us.--;. 

Bankruptcy  has  been  mentioned.  We  are  in  our  18th  month  in 
trying  to  close  out  a  school  that  we  believe  should  have  its  accredi- 
tation revoked.  We  are  bearing  the  legal  expense,  and  we  are  now 
at  the  court  of  appeals,  trying  to  establish  that  bankruptcy  cannot 
be  a  "safe  harbor  in  the  removal  of  accreditation. 

I  have  also  spoken  to  the  issue  of  clarifying  and  strengthening 
the  triad. 

Let  me  just  say  that  I  think  it  works.  As  a  public  member,  we 
represent  the  public  interest  in  the  issue  of  accreditation,  and  I  ap- 
preciate the  opportunity  to  be  here  and  will  be  pleased  to  respond 
to  questions. 

Senator  Nunn.  Thank  you,  Mr.  Taylor  and  Mr.  Williams. 

Just  on  this  one  point  about  dual  accreditation,  let's  assume  the 
Culinary  School  of  Washington  goes,  Mr.  Williams,  to  your  organi- 
zation—let's assume  this— and  let's  assume  you  turn  them  down; 
you  say  you  are  not  accredited.  Is  there  anything  that  feed*  up  to 
the  Secretary  of  Education  saying  that  you  looked  at  this  school 
and  turned  them  down? 

Mr.  Williams.  Turned  them  down  at  the  application  stage  or  at 
the  actual  accreditation  stage? 

Senator  Nunn.  Well,  either. 

Mr.  Williams.  At  the  application  stage,  there  would  be  nothing; 
at  the  accreditation  stage,  if  it  were  denied  accreditation,  a  letter 
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would  go  to  the  Secretary  of  Education,  actually,  to  the  Eligibility 
Branch,  indicating  that  they  had  had  their  accreditation  denied. 

Senator  Nunn.  Why  would  you  turn  them  down  at  the  applica- 
tion stage? 

Mr.  Williams.  They  may  not  fit  into  the  scope;  we  may  have  dis- 
covered from  another  agency,  as  we  occasionally  do,  even  when 
they  are  accredited,  but  they  are  in  the  appeal  process,  and  we 
write  a  letter  back  to  the  school  saying  we  understand  this  is  the 
case,  and  they  either  withdraw  or  we  put  them  onto  a  review  proc- 
ess. 

Senator  Nunn.  Okay.  Mr.  Taylor,  when  the  same  school  comes  to 
you— lets  say  they  have  been  turned  down  at  the  accreditation 
stage  by  Mr.  Williams'  group—would  you  check  with  the  Depart- 
ment of  Education  to  see  if  there  had  been  a  turn-down  of  this 
school? 

Mr.  Taylor.  We  automatically  check  with  other  accrediting  asso- 
ciations  

Senator  Nunn.  You  check  with  Mr.  Williams? 

Mr.  Taylor.  Yes.  That  is  now  an  automatic  procedure. 

Senator  Nunn.  When  was  that  put  into  effect? 

Mr.  Taylor.  I'd  have  to  check  the  record;  it  has  been  in  effect  for 
some  time. 

Mr.  Williams.  Within  the  last  year,  probably. 
Senator  Nunn.  When,  Mr.  Williams? 

Mr.  Williams.  I  think  in  the  last  year,  from  what  I  have  seen  on 
the  record,  much  more  of  this  has  been  going  on. 

Senator  Nunn.  So  you  do  have  a  cross-check  with  each  other, 
then. 

Mr.  Taylor.  Yes. 

Senator  Nunn.  And  you  feed  it  up  to  the  Secretary  of  Education 
m  the  event  you  turn  one  down  at  the  accreditation  stage. 
Mr.  Williams.  Yes,  sir. 

Senator  Nunn.  Why  couldn't  you  do  that  at  the  application 
stage,  too? 

Mr.  Williams.  We  may  never  have  thought  of  it,  or  it  may  be 
that  it  isn  t  a  particularly  relevant  point.  Some  decisions,  it  would 
be  based  on  the  fact  that  a  school  simply  does  not  have  the  re- 
sources in  initial  review,  or  that  it  really  doesn't  meet  the  scope  for 
accreditation.  So  there  are  other  factors,  but  it  certainly  could  be 
done. 

Mr.  Taylor.  I'd  like  to  point  out  again  that  our  accreditation 
process  obligates  the  school  to  identify  any  other  accreditation  that 
they  hold. 

And  Senator,  if  I  could  just  clarify  "the  new  law"  that  I  was 
speaking  of  that  prohibits  accreditation-jumping—I  misspoke 
slightly.  The  new  law  passed  last  fall  regarding  dual  accreditation 
does  not  prohibit  dual  accreditation,  but  it  does  prohibit  the  De- 
partment of  Education  for  24  months  from  granting  Federal  aid  eli- 
gibility to  an  institution  that  has  lost  accreditation  or  had  it  sus- 
pended, or  withdrawn  from  accreditation  while  it  was  subject  to  a 
show-cause  or  negative  action  by  another  accrediting  body. 

So  there  does  exist  a  central  point,  the  Department  of  Education, 
for  stopping  Federal  eligibility  as  a  result  of  accreditation-jumping 
actions. 
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Senator  Levin.  Would  you  yield  just  on  that  one  point,  Mr. 

Chairman?  . 
Senator  Nunn.  Certainly,  certainly. 

Senator  Levin.  You  indicated,  Mr.  Taylor,  that  they  must  indi- 
cate other  accreditation,  but  in  response  to  the  Chairman  s  ques- 
tion, I  think  it  was,  would  they  have  to  let  you  know  on  an  applica- 
tion or  a  request  for  accreditation  that  their  prior  application  to 
another  organization  had  been  denied,  or  that  they  had  been 
denied  accreditation?  I  think  that  was  the  point  that  the  Chairman 
was  leading  to.  ,  ... 

Mr  Taylor.  I  will  have  to  get  back  to  you  on  that.  We  are  now 
monitoring  accreditation  actions  of  other  commissions,  because  we 
publish  ours,  and  they  are  a  matter  of  record. 

Senator  Levin.  Does  the  applicant  have  to  represent  to  you  that 
an  application  had  not  been  filed,  or  rejected  by  another  organic- 
ton,  or  that  accreditation  had  been  denied?  That's  the  specific 

qUMr10TAYLOR.  1  understand  the  question,  and  I  will  have  to  check 
on  that  and  get  back  to  you.  If  it  does  not,  I  am  going  to  try  to  get 
it  in  the  application.  I  think  it  makes  sense. 

Mr.  Williams.  If  I  may  on  behalf  of  ACCET,  it  is  m  the  applica- 
tion, an  explicit  question  to  that  effect,  and  a  statement  that  loss  ot 
accreditation  from  another  agency  is  grounds  for  not  being  consid- 
ered for  application.  ,  ,  . 

Senator  Levin.  What  kind  of  "loss"  are  we  talking  about-denial 

in  the  first  instance? 
Mr.  Williams.  Denial  of  it,  that  s  correct 

Senator  Levin.  Or  rejection  of  the  application,  for  whatever 

'^"Williams.  Yes,  sir.  In  fact,  there  is  even  an  additional  policy 
of  ACCET  that  has  only  been  created  since,  I  believe,  April  oi  this 
year,  calling  for  any  action  by  another  Federal  agency,  a  btate 
agency  or  another  accrediting  agency,  even  from  the  media. 

Senator  Levin.  Thank  you,  Mr.  Chairman. 

Senator  Nunn.  Thank  you,  Senator  Levin. 

Let  me  ask  you  both  a  couple  of  questions  on  the  culinary 
School.  You  have  heard  the  staff  statement,  Dr.  Taylor,  this  morn- 
ing referring  to  allegations  of  embezzlement  by  Dr.  Kibarian  trom 
the  Southeastern  University  to  Mrs.  Kibarian  as  president  of  the 
Culinary  School.  Did  NATTS  know  anything  about  this? 

Mr.  Taylor.  To  my  knowledge,  no.  I  will  doublecheck,  and  il 
there  is  variance  on  that  I  will  get  back  to  you. 

Senator  Nunn.  Do  you  know  if  your  staff  saw  the  Washington 
Post  stories  in  1983  and  1985  about  this? 

Mr  Taylor.  Well,  again,  I  cannot  answer  that  because  we  had  a 
new  staff  director  in  about  1986,  and  I  joined  the  commission  in 
1987.  But  I  will  tell  you  now  that  we  monitor  clippings,  and  seek 
Better  Business  Bureau  recommendations  with  respect  to  potential 

accreditation  action.  ,  Ar,fn?r 

Senator  Nunn.  Mr.  Williams,  the  same  question.  Did  AllM 

know  about  these  allegations?   ,  T 

Mr.  Williams.  Not  that  I  know  of,  sir.  In  fact  the  record,  as  1 
indicated  in  my  testimony,  is  pretty  skimpy. 
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Senator  Nunn.  You  were  not  satisfied  obviously,  by  your  state- 
ment, with  the  review  you  made;  it  seemed  to  me  your  statement 
was  basically  saying  that  your  organization  didn't  do  a  lot  of  things 
you  thought  it  should  have  done  in  this  case.  Is  that  accurate? 

Mr.  Williams.  Yes,  sir,  that  is  accurate.  I  think  there  are  two 
factors.  One  is  not  having  access  probably  to  some  of  the  informa- 
tion, and  secondly,  not  being  as  rigorous  in  response  to  it, 

I  think  there  have  been  a  number  of  policy  and  procedural 
changes  since  that  time,  as  well  as  without  any  question  in  my 
mind,  an  increased  sense  of  rigor  on  behalf  of  the  Accrediting  Com- 
mission and  the  board  of  trustees  in  seeing  that  this  never  happens 
again. 

Senator  Nunn.  Dr.  Taylor,  what  were  the  problems  that  your 
site  review  uncovered  about  the  Culinary  School  in  1984?  Weren't 
there  about  26  problems  that  you  identified? 

Mr.  Taylor.  That  is  the  staff  testimony.  I  cannot  tell  you  specifi- 
cally what  those  areas  were.  I'll  try  to  

Senator  Nunn.  Do  you  have  that  in  your  file  somewhere?  Do  you 
have  a  record  on  it? 

Mr.  Taylor.  If  we  have  it,  it  has  been  submitted  to  the  staff. 

Senator  Nunn.  Do  you  know  what  was  done  after  those  26  prob- 
lems were  found? 

Mr.  Taylor.  Well,  we  essentially  tried  to  move  toward  revoking 
accreditation,  and  obviously  were  caught  up  in  some  of  the  due 
process  steps.  And  I  will  remind  you  again  that  that  was  at  a  time 
when  accreditation  philosophy  was  transitioning,  and  it  was  also  a 
time  when  the  NATTS  Accrediting  Commission's  philosophy  with 
respect  to  legal  action  was  transitioning. 

Senator  Nunn.  Can  you  tell  us  why  m  this  case  it  took  so  long  in 
general,  and  can  you  tell  us  what  you  think  can  be  done  to  acceler- 
SSt  *  F0068*9  You  mentioned  you  have  already  accelerated  it. 
What  did  you  do  to  move  the  time  frame  from  2  or  3  years  down  to 
b  months  in  the  case  of  the  Detroit  school? 

Mr.  Taylor.  Well,  essentially,  the  things  we  have  done  are  to 
move  more  rapidly  with  respect  to  the  cycling  of  school  actions; 
mat  the  time  that  it  takes  to  move  from  a  self-evaluation  study  to 
a  team  visit  to  a  commission  review  and  action  is  shortened;  that 
we  nave  tightened  our  appeals  procedure  so  that  we  do  not  permit 
the  appeals  panel  to  hear  new  evidence  that  was  not  available  at 
the  time.  They  are  restricted  to  the  evidence  that  the  commission 
had  before  it.  This  has  encouraged  the  schools  to  do  a  better  job  of 
getting  their  files  up-to-date  and  so  on. 

Third  is  the  willingness  to  go  to  the  mat  with  litigation  when 
that  is  the  ui  mate  action  on  the  part  of  the  school. 

Senator  Nunn.  In  other  words,  you  are  not  letting  the  threat  of 
a  lawsuit  frighten  you  off. 

Mr.  Taylor.  That  is  correct. 

Senator  Nunn.  Do  you  think  in  the  past  that  has  been  the  case— 
it  somebody  threatened  a  lawsuit,  you  more  or  less  backed  off,  or 
felt  the  urge  to  back  off? 

Mr.  Taylor.  I  was  not  there,  and  I  cannot  answer  that  

Senator  Nunn.  But  is  that  the  basic  

Mr.  Taylor  [continuing].  But  I  will  say  that  the  record  does  not 
show  the  number  of  litigations  earlier  that  we  have  now.  And  I 
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point  out  that  we  have  had  10. 1  think,  since  1988;  the  bankruptcy 
thing  extending  over  18  months,  and  we  are  at  the  Federal  court  of 

aPS«Iator  Nunn.  Mr.  Williams,  have  you  found  that  when  the 
threat  of  a  lawsuit  came  up  that  there  was  a  backing  off  in  the 

oast'  i 

Mr  Williams.  I  can  say  over  the  last  4  months,  Senator,  that  we 
have  had  so  much  activity  in  that  regard  I  have  considered  putting 
a  drop  box  at  the  front  door  for  summonses  and  warrants.  There  is 
no  question  that  it  is  a  serious  problem  for  agencies.  I  can  say  with- 
out hesitation  that  we  have  not  flinched,  and  we  have  a  number  of 
suits  against  us  right  now,  one  of  which  you  will  probably  hear  a 
commentaiy  on  this  afternoon  in  the  State  of  .Florida,  where  a 
iudee  actually  came  back  and  ordered  me  to  provide  provisional  ac- 
creditation to  a  school  that  I  had  withdrawn  accreditation  from. 

Senator  Nunn.  But  your  feeling  now  is  that  in  order  to  do  your 
job,  you  cannot  back  off  because  of  lawsuits? 

Mr.  Williams.  No,  sir,  absolutely  not. 

Senator  Nunn.  Is  that  your  feeling,  Mr  Taylor? 

Mr  Taylor.  Yes,  it  is.  But  we  do  need  immunity  protection  ot 
commission  members  acting  appropriately  in  their  role  as  commis- 

81  Senator  Nunn.  Is  there  precedent  for  that  in  the  Federal  law,  do 

^M^Taylor.  J  cannot  answer  that.  I'll  check  with  staff  and  per- 

^ILator^Nu^.  We'll  have  staff  look  at  it.  I  do  not  know  what 
the  precedent  would  be  on  that.  .  . 

You  are  spending  a  lot  of  money  on  premiums  for  insurance  to 
protect  your  commission? 

Mr.  Tayloi;  We  have  a  substantial  policy. 

Senator  Nunn.  What  does  that  cost  you  per  year,  do  you  know/ 
Mr.  Taylor.  HI  get  that  and  get  back  to  you. 
Senator  Levin.  Mr.  Chairman,  can  I  ask  a  question  about  the  De- 
troit school  that  you  raised? 
Senator  Nunn.  Certainly. 

Senator  Lsvin.  There  was  a  gap  ot  5  or  6  yearn  between  the  ac- 
c-editaticn  visits  to  that  school,  from  1982  to  1988, 1  beheve. 
Mr.  Taylor.  The  Culinary  School? 

Senator  Lsvin.  No,  the  DEI,  the  Detroit  school  that  you  made 
reference  to. 

Mr.  Taylor.  Yes.  ,  ,  .  ,  

Senator  Levin.  Is  that  now  changed,,  do  you  new  make  more  fre- 
quent visits?  Your  visitorf.  were  shocked,  they  apparently  were 
shocked  when  they  arrived  av  that  school,  even  though  some  inves- 
tigators tell  us  that  there  were  problems  during  that  period.  My 
specific  question  is  are  these  accreditation  visits  or  ^accreditation 
visits  now  more  frequently  than  ~>  years,  and,  it  so,  what  is  tue 

^Mr^TAYLOR.  The  accreditation  cycle  is  still  5  years,  but  there  are 
several  things  that  can  happen  in  the  5-year  interval  One  is  that 
the  annual  report  may  trigger  a  commission  directed  visit  to  exam- 
ine some  aspect  of  the  operation  based  on  the  annual  report. 
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We  are  also  monitoring,  for  example,  the  Yellow  Pages  with  re- 
spect to  school  advertising.  We  are  more  aggressive  with  respect  to 
input  from  the  State  agency.  We  also  have,  for  example,  interim 
reporting,  where  if  a  school's  placement  rate  or  completion  rate  or 
their  finances,  for  example,  invite  inquiry,  that  we  get  regular  re- 
ports which  are  automatically  examined,  and  those  may  trigger 
visits.  So,  there  is  a  great  deal  more  interaction  and  oversight  now 
than  there  was,  say,  prior  to  1986. 

Senator  Levin.  Mr.  Chairman,  I  have  a  statement  for  the  record 
that  I  would  appreciate  being  put  in  the  record.  I  also  have  some 
additional  questions  for  the  witnesses. 

Senator  Nunn.  Certainly. 

[Senator  Levin's  opening  statement  follows:] 


We  re  going  to  hear  some  disturbing  testimony  today  about  how  our  system  to 
safeguard  hundreds  of  millions  of  dollars  in  student  loan  funds  has  failed— and 
failed  miserably.  It's  clear  that  there's  been  a  severe  breakdown  in  communication 
among  the  various  federal,  state  and  private  agencies  which  bear  responsibility  for 
accrediting  and  monitoring  educational  institutions  which  receive  federal  student 
loan  aid  funds.  The  Subcommittee's  findings  have  already  established  that  sad  fact 
The  loss  to  the  taxpayers  has  been  enormous,  and  the  drain  is  increasing. 

What  we  need  to  focus  our  attention  on  now  is  how  we're  going  to  step  up  en- 
forcement and  oversight  without  unfairly  hurting  the  majority  of  proprietary,  trade 
and  vocational  schools  around  the  nation  which  are  providing  an  honest  and  much- 
needed  educational  service.  The  Subcommittee's  investigation  has  revealed  that  a 
small  percentage  of  mismanaged  or  even  corrupt  institutions  has  accounted  for  a 
huge  percentage  of  the  defaults  in  our  student  aid  and  loan  packages. 

This  is  a  key  point  to  keep  in  mind  as  we  examine  the  disasterous  situation  the 
Subcommittee  has  uncovered.  Michigan,  for  example,  has  approximately  300  propri- 
etary and  trade  schools  licensed  to  operate  in  the  state.  Of  those,  approximately  80, 
or  a  little  more  than  a  quarter,  are  accredited  by  one  or  more  private  educational 
organizations,  two  of  which  are  represented  here  today.  Like  most  other  states, 
Michigan  has  experienced  recent  school  closings  and  bankruptcies  which  have  left 
students  hoping  to  improve  their  lives  with  nothing  but  a  debt  to  the  federal  govern- 
ment which  often  they  cannot  repay.  Today  we  re  going  to  look  at  whether  these 
accrediting  groups,  upon  which  the  federal  Education  Department  and  state  agen- 
cies  depend,  have  been  doing  their  jobs  to  detect  and  prevent  such  tragedies. 

At  the  same  time,  I've  visited  several  successful  proprietary  and  trade  schools  in 
Michigan  in  recent  months,  and  the  service  they're  providing,  often  to  a  largely  dis- 
advantaged segment  of  our  society,  cannot  be  overestimated.  I  hope  to  hear  today 
from  our  expert  witnesses  about  what  can  be  done  to  reverse  a  tide  of  default*  aris- 
ing from  poor  management,  lax  oversight— and  perhaps  most  importantly— a  lack  of 
effective  communication  among  the  players  in  our  student  aid  programs.  Our  young 
people  need  the  educational  opportunities  this  system  can  provide— our  job  is  to 
make  what  we've  got  work  better 

I  want  to  thank  Senator  Nunn  for  identifying  and  pursuing  these  critical  prob- 
lems in  the  federal  student  aid  program.  The  Subcommittee  staff  is  also  to  be  com- 
mended for  months  of  excellent  work  on  this  issue,  one  of  the  most  important  facing 
our  nation  s  educational  system  today.  I'm  looking  forward  to  the  Subcommittee's 
tuture  hearings  on  other  aspects  of  a  crisis  in  the  U.S.  student  loan  program. 

Senator  Nunn.  Let  me  ask  a  couple  more  and  then  I  will  yield. 
One  thing  that  is  especially  troubling  to  the  Subcommittee  is  the 
clear  fact,  Mr.  Taylor,  that  your  group  did  not  warn  ACCET  about 
the  problems  you  uncovered  at  Culinary  School.  Is  that  correct? 
And  why  did  you  not,  if  you  did  not? 

Mr.  Taylor.  I  cannot  answer  that.  I  will  double^heck  again.  In 
retrospect,  it  obviously  was  the  thing  to  do.  I  would  point  out  that 
our  observations  were  confirmed  by  the  Veterans'  Administration 
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and  the  District  agency,  as  well,  and  the  truth  I  believe  is  that  we 
did  not  know  ACCET  was  in  the  game. 

Senator  Nunn.  Correspondence  that  Culinary  School  wasusmg 
from  1985  indicated  dual  accreditation,  listed  both  NATTS  antf 
ACCET.  Nobody  caught  that  in  your  organization? 

Mr.  Taylor.  I  do  not  know.  i 

Senator  Nunn.  Mr.  Williams,  what  about  that?  Did  it  not  make 
ACCET  suspicious  that  they  had  two  accreditations? 

Mr  Williams.  Well,  I  am  surmbing,  because  I  was  not  there  at 
the  time,  sir,  but  I  do  not  think  it  inherently  would  have.  Unfortu- 
nately, the  application  at  that  stage,  as  I  indicated  earlier,  was  a 
one-page  document,  it  did  not  ask  any  question  with  regard  to  any 
adverse  action  from  that  accrediting  agency.  It  simply  asked  do  you 
have  accreditation  with  another  agency,  and  they  did  indicate  that 
NATTS  was  their  accrediting  agency  at  the  time. 

Senator  Nunn.  Mr.  Williams,  your  records  reveal  that  you  never 
did  a  site  visit  on  any  of  the  auxiliary  classrooms  that  Culinary 
used.  Is  that  accurate  and,  if  so,  why  not? 

Mr  Williams.  I  believe  it  is  accurate.  I  have  not  got  correspond- 
ence in  the  records  that  indicate  that  they  were  reviewed. 

Senator  Nunn.  Do  you  know  why  not?  #  . 

Mr.  Williams.  I  can  tell  you  what  the  reality  is,  whether  it  is 
defensible  or  not.  Until  May  of  this  year,  there  was  no  formal  re- 
quirement for  a  preliminary  visit.  There  was  a  4-month  follow-up 
visit  that  was  required  for  the  opening  of  branches  and  auxiliary 

Senator  Nunn.  Have  vou  changed  that  now? 

Mr.  Williams.  Yes,  sir,  we  have.  I  offered  it,  in  fact,  and  the 
commission  passed  it  this  past  May. 

Senator  Nunn.  1  have  a  lot  of  other  questions,  but  I  want  to 
yield  to  my  colleague  Senator  Roth,  and  then  we  have  other  wit- 
nesses this  morning,  so  I  will  probably  ask  a  few  for  the  record.  1 
will  try  to  minimize  it,  but  we  do  have  a  number  of  things  that  we 
would  like  to  get  for  the  record. 

Would  it  be  fair  to  say,  Mr.  Williams,  that  you  have  learned  a 
great  deal  in  the  year  you  have  been  there  and  that  you  are  trying 
to  take  corrective  steps?  1  mean  that  is  the  way  I  read  your  state- 

mMr.  Williams.  I  would  certainly  hope  so,  sir.  I  think  that  not 
only  has  the  climate  changed  drastically  in  the  last  few  years.  In 
addition,  ACCET  has  in  its  recognition  process,  while  a  number  ot 
people  have  cited  the  failures  in  the  National  Advisory  Committee 
and  the  Accreditation  Agency  Evaluation  Branch,  we  found  that 
they  did  a  very  vigorous  report,  and  I  think  one  of  the  great  bene- 
fits to  us  over  the  last  year  has  been  looking  at  that  in  a  very  open- 
minded,  self-analysis  fashion,  and  I  think  that  our  commission  has 
come  up  with  a  number  of  policies  and  procedures,  many  of  them 
frankly  long  overdue,  and  I  think  there  is  a  real  sense  of  rigor  and 
commitment  to  the  system.  I  think  we  have  learned  a  great  deal. 

Senator  Nunn.  Mr.  Taylor,  are  you  making  a  number  of  changes, 
too? 

Mr  Taylor.  We  have,  and  as  I  pointed  out  in  the  testimony,  we 
have  made  more  changes  in  our  standards  in  the  last  2  years  than 
the  previous  10,  and  not  only  changes  in  the  standards,  but  other 
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supplementary  procedures,  such  as  the  rapid  response  team,  more 
aggressive  reporting,  monitoring,  et  cetera. 

Senator  Nunn.  Do  you  think  the  problems  here— I  know  that 
you  are  not  ever  going  to  eliminate  all  the  problems,  but  do  you 
think  that  the  system  as  it  exists  now  has  to  be  totally  revamped, 
or  do  you  think  it  can  be  improved  under  the  existing  system? 

Mr.  Taylor.  I  think  it  is  a  matter  of  fine-tuning  and  I  would 
remind  you  again  of  the  witnesses'  comments  yesterday,  that  locks 
are  made  for  honest  people  and  that  every  time  a  commission 
makes  an  adjustment,  there  can  be  a  countermeasure  by  dishonest 
operators.  But  I  do  not  believe  that  the  witnesses  we  heard  yester- 
day is  representative  of  our  schools  or  that  there  are  many  or  any 
of  them  known. 

Senator  Nunn.  Senator  Roth. 

Senator  Roth.  Mr.  Taylor,  in  view  of  your  statement  of  fine- 
tuning,  you  defended  the  performance  of  your  agency  by  arguing 
that  a  small  percentage  of  your  schools  are  bad.  Yet,  GAO  has 
found  that  approximately  45  percent  of  NATTS  schools  qualify  for 
the  department's  default  management  plan,  and  nearly  50  percent 
of  ACCET  schools  would  qualify.  So,  does  that  not  indicate  that 
there  are  more  than  just  a  few  bad  apples? 

Mr.  Taylor.  Well,  I  go  back  to  Dr.  Manning's  comment  this 
morning,  and  that  is  that  you  cannot  automatically  link  default 
with  bad  educational  performance.  I  have  personally  visited  some 
°f  the  schools  that  were  on  that  list.  I  have  visited  vocational 
schools  in  26  nations,  and  some  of  these  schools  were  as  Tine  as  you 
will  ever  see.  They  had  good  retention  and  good  placement,  but 
they  did  have  default  problems. 

Senator  Roth.  I  think  you  are  going  to  have  a  hard  time  explain- 
ing that  to  the  taxpayer. 

Mr.  Williams? 

Mr.  Williams.  Sir,  1  am  one  of  the  few  people  probably  in  accred- 
itation that  actually  ran  schools  for  a  number  of  years,  and  I  had  a 
vocational  school  right  here  in  the  District  of  Columbia,  in  fact.  For 
fiscal  year  1987,  we  had  a  default  rate,  as  I  recall,  of  about  27  per- 
cent; in  fiscal  year  1988,  it  went  down  to  about  23  percent.  This 
was  a  school  that  had  no  ability  to  benefit  the  students,  it  had  a 
100  percent  pro-rata  refund  policy,  it  had  a  45-day  full  money-back 
guarantee.  It  was  cited  by  the  District  of  Columbia  City  Council  for 
its  great  work.  We  had  Secretary  of  Education  Bennett  visit  us 
during  a  graduation  exercise.  It  had  a  90  percent-plus  placement 
rate.  1 

By  all  accounts,  it  was  a  fine  school,  and  yet  we  had  a  default 
rate  that  was  in  the  twenties.  I  think  it  is  extremely  important  to 
take  into  account  the  fact  that  default  rates  have  only  been  around 
in  the  published  form  that  they  are  now  for  the  last  2  years,  that 
these  are  not  refined  data  yet.  There  is  no  question  in  my  mind 
that,  when  you  get  into  the  high  levels  of  default,  there  are  very 
serious  problems.  But  down  at  the  lower  levels,  certainly  in  the 
twenties  and  thirties,  I  think  there  is  a  great  deal  of  variation,  and 
that  needs  to  be  taken  into  account  until  the  data  is  better  re- 
viewed and  analyzed. 

Mr.  Taylor.  Senator,  if  I  could  just  add  to  my  previous  comment 
on  the  1989  school  list  of  the  Department,  which  is  is  what  I 
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assume  you  ore  working  from,  only  29  of  those  schools  are  NATTS 
schools,  and  one-third  of  them  are  no  longer  accredited  by  NATlo. 
So  there  are  some  reporting  and  data  problems. 

Senator  Roth.  In  your  statement  you  outlined  the  actions  that 
NATTS  accrediting  commission  took  to  eventually  revoke  the  Culi- 
nary School's  accreditation.  If  the  commission  truly  intended  an  ex- 
pedited review  and  revocation,  why,  then,  in  October  of  1986,  did 
the  Commission  allow  the  Culinary  School  an  extension  to  comply 
with  certain  demands? 

Mr.  Taylor.  In  October  of  1986? 

Senator  Roth.  If  I  understand   t 

Mr.  Taylor.  Again,  in  terms  of  due  process  and  giving  the  school 
appropriate  time  to  respond,  the  Commission  staff  granted  them  a 
30-day.  I  was  not  there,  I  was  not  a  part  of  the  Commission  at  that 
time,  and  I  cannot  give  the  exact  details  as  to  why  it  allowed  that 
extension.  I  would  say  that,  in  today's  market,  that  would  not 

legator  Roth.  That  is  ail  1  have  at  the  moment,  Mr.  Chairman. 

Senator  Nunn.  Mr.  Williams  and  Mr.  Taylor,  we  thank  you  both 
for  being  here.  These  hearings  are  going  to  go  on  a  while.  We  have 
other  phases  we  are  going  to  be  looking  at  and  we  will  come  up 
with  a  series  of  recommendations  to  the  committees  and  subcom- 
mittees that  have  direct  jurisdiction,  legislatively.  We  are  an  inves- 
tigative subcommittee  and  we  are  not  experts  in  this  area,  but  we 
will  make  all  of  our  findings  known  to  them.  And  if  you  have  other 
recommendations,  as  you  follow  this  process  or  as  you  review  your 
records,  we  welcome  that. 

Mr.  Williams.  Thank  you,  sir. 

Senator  Nunn.  Thank  you  for  being  here.  We  will  have  a  lew 
questions  for  the  record.  We  will  try  not  to  burden  you  with  them, 
but  it  would  be  helpful  if  we  could  get  them. 

Mr.  Williams.  Yes,  sir.  . 

Senator  Nunn.  Our  last  panel  today  consists  of  several  distin- 
guished State  regulatory  officials  who  will  provide  us  with  their  as- 
sessment of  the  effectiveness  of  the  system  that  governs  access  to 
the  Federal  student  loan  program. 

Joining  us  are  Sam  Ferguson,  Executive  Director  of  the  btate 
Board  of  Independent  Poetsecondary  Vocational,  Technical,  Trade 
and  Business  Schools,  Florida  Department  of  Education;  John 
Haworth,  School  Evaluation  Specialist,  Department  of  Recognition 
and  Supervision,  Private  Business  and  Vocational  Schools  Unit,  Il- 
linois State  Board  of  Education;  and  Mr.  Joe  L.  McCormick,  Execu- 
tive Director,  Texas  Guaranteed  Student  Loan  Corporation. 

Gentlemen,  if  you  would  each  come  up  and,  before  you  get  com- 
fortable here,  we  will  ask  you  to  take  the  oath. 

Do  you  swear  that  the  testimony  that  you  give  before  the  Sub- 
committee will  be  the  truth,  the  whole  truth,  and  nothing  but  the 
truth,  so  help  you,  God? 

Mr.  Ferguson.  I  do. 

Mr.  Haworth.  I  do. 

Mr.  McCormick.  I  do. 

Senator  Nunn.  Thank  you. 
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Mr.  Ferguson,  we  have  listed  you  f*rst  here,  so  unless  the  panel 
has  other  choices  to  lead  off,  we  will  hear  from  you  first,  and  then 
we  will  go  to  Mr.  Haworth  and  then  Mr.  McCormick. 

TESTIMONY  OF  SAMUEL  L.  FERGUSON,  EXECUTIVE  DIRECTOR. 
STATE  BOARD  OF  INDEPENDENT  POSTSECONDARY  VOCATION. 
AL,  TECHNICAL,  TRADE  AND  BUSINESS  SCHOOLS.  FLORIDA  DE- 
PARTMENT  OF  EDUCATION  • 

Mr.  Ferguson.  All  right,  sir.  First  of  all,  I  appreciate  the  oppor- 
tunity to  be  here.  I  usually  stay  in  the  triad  down  there.  The  triad 
to  me,  of  course,  is  South  Georgia,  the  panhandle  and  lower  Ala- 
bama, so  this  is  quite  a  treat  for  a  country  boy. 

Senator  Nunn.  We  are  glad  to  have  you  here.  I  understand  every 
word  you  are  saying,  too.  [Laughter.] 

Mr.  Ferguson.  Thank  you,  sir. 

I  will  not  burden  you  with  my  statement.  You  have  it  there.  One 
of  tne  things  you  might  want  to  look  at,  I  have  included  a  school 
down  in  South  Florida,  the  District  Court  down  there  ordered  that 
ACCET  issue  them  provisional  accreditation,  and  I  think  that  it  is 
very  interesting,  in  terms  of  the  court  order,  that  it  says  "shall 
grant  provisional  accreditation  to  the  plaintiff,"  it  lists  them, 
"forthwith,  and  assets  shall  provide  appropriate  letter  of  accredita- 
tion to  enable  the  school  to  qualify  for  participation  in  Title  IV 
funds  of  the  U.S.  Department  of  Education." 

Senator  Nunn.  Was  that  a  bankruptcy  court  or  Federal  District 
Court? 

Mr.  Ferguson.  No,  sir,  that  is  a  State  court,  the  Circuit  Court  of 
the  Eleventh  Judicial  Circuit  in  and  for  Dade  County.  It  is  very  in- 
teresting that  accreditation  has  never  been  seen  as  the  gatekeeper 
of  Title  IV  funding,  and  yet  it  would  appear  at  least  to  me  that 
they  certainly  hold  the  keys  for  it.  I  think  that  at  some  point  we 
are  going  to  have  to  decide  what,  besides  accreditation,  is  going  to 
open  up  Title  IV  funding  doors. 

A  couple  of  things  that  were  mentioned  here  today,  Dr.  Man- 
ning  

Senator  Nunn.  Is  somebody  appealing  that  case? 

Mr  Ferguson.  No,  sir,  I  doubt  it.  I  imagine  they  will  open  up 
Title  IV  funding. 

Senator  Nunn.  So  that  means  that  any  Circuit  Court  in  any 
State  in  the  country,  if  nobody  appeals,  can  basically  order  an  ac- 
crediting agency  to  open  up  the  gates  of  the  Federal  Treasury? 

Mr.  Ferguson.  That  is  certainly  the  case  in  Florida.  I  would  not 
know  about  the  other  States. 

Senator  Nunn.  I  think  that  really  raises  a  serious  question.  I  do 
not  know  the  answer  to  it,  but  I  would  think  that  we  need  to  think 
in  terms  of  legislation  on  that.  If  any  judge  anywhere  in  the 
United  States,  not  even  a  part  of  the  Federal  system,  can  order 
that  and  there  is  no  appeal,  the  question  is  whether  the  Depart- 
ment of  Education  is  going  to  get  involved  and  appeal.  Do  you 
know  whether  the  appeal  time  has  run  out? 

Mr.  Ferguson.  I  do  not,  sir,  no. 


»  See  p.  442  for  Mr  Ferguson's  statement. 
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You  have  in  my  statement  a  couple  of  letters.  One  of  them  is  u> 
COPA.  I  have  yet  to  receive  an  answer,  in  terms  of  what  they  are 
doing  with  that  accreditation. 

You  also  have  brought  up  working  with  the  Department  of  Edu- 
cation. There  needs  to  be  better  coordination.  There  needs  to  be 
better  coordination  between  accrediting  agencies,  between  the  de- 
partment and  between  the  States,  State  laws  differ  dramatically. 
We  ourselves  in  Florida  have  recently  revised  our  statutory  author- 
ity in  terms  of  what  we  can  do,  a  lot  of  our  new  statutes  you  will 
find  gets  into,  perhaps,  the  accreditation  area,  but  we  have  had  to 
do  that,  for  a  number  of  reasons. 

Working  with  the  Department  of  Education,  you  see— I  hesi- 
tate—perhaps a  revolving  door  may  be  an  adequate  way  to  describe 
it.  In  my  own  experience  with  the  credit  clock  hour,  I  will  tell  you 
that  our  current  rule  concerning  credit  clock  hour  measurement 
was  written  or,  at  least  if  not  written,  certainly  there  was  a  lot  of 
input  from  the  USDOE,  in  terms  of  how  we  write  that  rule.  I  am 
not  sure  that  we  need  to  get  that  coordinated. 

We  have  507  licensed  schools  in  the  State  of  Florida;  29  percent 
of  those  are  accredited.  Certainly,  the  other  60-some-odd  percent 
somehow  are  able  to  maintain  a  student  body,  if  you  will,  without 
Title  rv  funding. 

In  talking  to  Senate  staff,  we  have  estimated  in  Florida  that  well 
over  50  percent  of  our  time  is  devoted  to  dealing  with  accredited 
schools,  as  opposed  to  the  non-accredited  schools.  Last  year,  we  did 
92  on-site  visits  to  only  50  schools.  Those  repeats  were  for  the  same 
reason  that  you  heard  some  of  the  Accrediting  Commission  folks 
tell  you  that  you  have  to  give  due  process,  so  it  was  a  matter  of 
saying,  hey,  we  found  you  doing  this,  now  what  you  need  to  do  is  go 
forth  and  do  good,  we  are  going  to  be  back,  and  in  going  back  we 
found  that  they  went  forth  and  not  always  did  good. 

But  it  is  a  problem,  it  is  a  problem  for  the  State,  it  is  a  problem  I 
think  nationwide,  in  terms  of  what  do  we  do  and  how  do  we  do  it. 

Senator  Nunn.  Mr.  Ferguson,  you  are  saying  that  you  have  more 
trouble  in  Florida  with  schools  that  are  accredited  than  with  those 
who  are  not? 

Mr.  Ferguson.  Yes,  sir. 

Senator  Nunn.  In  terms  of  what,  quality  of  education? 

Mr.  Ferguson.  Yes,  sir,  I  am.  I  think,  at  least  in  my  experience, 
that  is  true.  I  think  you  would  find  that  in  other  States  also. 

I  will  make  one  last  point  and  then  I  will  

Senator  Nunn.  Why  is  that?  Can  you  tell  us  why  that  is? 

Mr.  Ferguson.  I  do  not  know.  I  honestly  do  not  k  v.  I  think 
that  my  own  opinion  is  that  if  you  take  a  little,  wh.  we  call  a 
mom  and  pop  school  and  they  are  going  along  doing  a  fairly  decent 
job,  they  have  got  100  to  120  students,  all  of  a  sudden  they  are  ac- 
credited. Title  IV  funding  is  available  to  them,  and  within  a  year 
you  see  that  they  have  300  to  400  students,  and  yet  they  have  not 
increased  their  support  structure,  they  have  not  really  increased 
their  ability  to  offer  the  training  to  those  400  to  500  students,  but 
yet  they  have  them  in  there.  Of  course,  when  that  occurs,  certainly 
the  quality  and  academic  excellence  is  going  to  go  down.  That  I 
think  is  a  partial  answer. 
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On*  other  thing  I  would  addf  and  then  I  will  cease  and  desist 
here,  the  concept  of  the  triad,  again  we  talk  about  the  Federal, 
State  and  accrediting  agencies.  Accrediting  agencies  are  nonprofit 
501(cX3)  or  whatever.  They  are  not  a  governmental  entity.  I  am  not 
saying  governmental  entities  would  correct  all  of  the  deficiencies, 
but  at  least  if  the  State,  DOE  and  perhaps  the  guarantors  or  the 
lending  institutions  would  take  a  little  bit  more  responsibility,  or  if 
we  had  a  little  bit  more  authority  and  a  take  a  little  bit  of  burden 
off  those  accrediting  agencies,  I  think  you  might  see  that  the  de- 
fault rate  and  some  other  problems  that  we  are  experiencing  would 
be  on  the  wane,  I  think  they  would  decrease. 

I  would  be  happy  to  answer  any  questions  that  you  might  have. 

Senator  Nunn.  Thank  you  very  much,  Mr.  Ferguson. 

On  the  point  Mr.  Ferguson  just  made,  if  I  could  ask  Mr.  Haworth 
and  Mr.  McCormick  to  answer  this  question,  and  then  we  will  get 
to  your  testimony.  Do  you  have  the  same  view,  that  in  your  States 
you  have  a  more  difficulty  with  the  schools  that  are  accredited 
than  those  that  are  not? 

Mr.  Haworth.  Absolutely.  In  fact,  in  my  testimony  I  point  out 
that  we  did  not  get  a  written  complaint  about  any  non-accredited 
school  in  the  past  few  years.  In  fact,  the  person  who  is  responsible 
for  processing  these  complaints  cannot  remember  when  we  have  re- 
ceived a  written  complaint  about  a  non-accredited  school. 

Senator  Nunn.  Mr.  McCormick? 

Mr.  McCormick.  Since  we  administer  the  guaranteed  student 
loan  program,  the  only  schools  that  

Senator  Nunn.  You  would  just  naturally  hear  from  them? 

Mr.  McCormick.  We  only  deal  with  accredited  schools,  so  I  have 
no  information  on  the  quality  of  the  non-accredited  schools. 

Senator  Nunn.  Well,  maybe  Mr.  Haworth  could  offer  an  opinion 
of  why  that  is.  We  asked  Mr.  Ferguson  that  and  he  gave  us  his 
view.  Why  do  you  think  you  are  having  more  trouble  with  the  ac- 
credited schools  than  non-accredited  in  Illinois? 

Mr.  Haworth.  First,  in  the  main,  I  agree  with  Sam.  I  think  his 
analysis  is  in  part  correct,  but  I  think  the  answer  that  our  staff 
members  will  give  is  that,  in  the  case  of  the  accredited  schools  you 
have  Federal  funding,  and  the  admissions  requirements  for  the  ac- 
credited schools  may,  in  fact,  be  less  than  for  the  non-accredited 
ones.  The  non-accredited  schools  many  times  are  in  smaller  com- 
munities. They  are  smaller  schools.  Their  reputation  depends  on 
producing  graduates  who  can  get  jobs. 

In  the  city  of  Chicago,  where  most  of  our  problems  would  exist, 
there  is  not  that  kind  of  communication.  The  buyer  is  not  as  so- 
phisticated, and,  in  fact,  what  is  happening  in  far  too  many  cases  is 
that  financial  aid  is  being  sold  to  these  people,  and  the  dropout 
rate  and  the  default  rates  is  high. 

Senator  Nunn.  Okay.  We  will  come  back  on  that  one. 

I  guess,  Mr.  Haworth,  we  are  to  hear  from  you  next. 

TESTIMONY  OF  JOHN  C.  HAWORTH,  Ph.D.,  SCHOOL  EVALUATION 
SPECIALIST,  ILLINOIS  STATE  BOARD  OF  EDUCATION  » 

Mr.  Haworth.  Thank  you  very  much,  Senator. 


*Se*  p.  4f>fi  for  Mr.  Haworth':*  prepared  statement 
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I  should  point  out  that  I  have  been  in  this  business  for  14  Vs 
years  and  in  education  for  40,  having  worked  in  private  colleges 
and  universities  and  in  public  high  schools,  as  well. 

I  should  also  note  that  I  am  one  of  8  people,  professionals,  on  a 
staff  which  currently  regulates  230  schools.  I  like  to  kid  about  this, 
but  as  your  staff  knows,  2  weeks  ago  I  was  in  the  hospital  for  an- 
gioplasty, and  I  am  not  the  only  person  on  our  staff  who  has  suf- 
fered from  heart  problems,  because  of  the  stress  and  strain  that  we 
have  with  what  we  consider  to  be  an  overload,  in  order  to  keep  our 
schools  properly  regulated. 

Several  years  ago,  I  invited  the  director  and  an  assistant  director 
of  one  of  our  schools  to  visit  my  office  in  Springfield.  The  school 
had  been  in  existence  for  less  than  a  year  and  a  half  at  that  time. 
They  had  enrolled  about  1,500  students. 

I  asked  the  question  of  the  director,  how  many  of  their  graduates 
had  secured  placement.  He  paused  for  a  moment  and  he  said  10. 
The  assistant  director  shook  his  head  and  corrected  him,  because 
just  the  day  before  he  had  made  a  count  of  the  actual  number,  and 
the  number  was  seven. 

Ever  since  that  time— by  the  way,  that  school  went  out  of  busi- 
ness shortly  afterwards—ever  since  that  time,  I  have  wondered 
whether  or  not  we  had  done  the  right  thing,  whether  there  had 
been  anything  that  we  could  have  done  to  deny  that  school  approv- 

In  fact,  if  you  look  at  our  list  of  regulations  and  rules,  and  they 
are  very  extensive,  perhaps  as  extensive  as  any  of  the  States  of  the 
Union,  you  will  find  that  the  school  met  all  of  the  minimum  re- 
quirements of  the  State  of  Illinois.  We  had  no  reason  not  to  ap- 
prove them. 

I  truly  regret  that  I  issued  that  certificate.  But  I  am  making  no 
excuses,  because,  in  fact,  if  you  look  at  the  Illinois  law  and  the  law 
in  most  of  the  other  States,  you  will  find  that  the  law  was  written 
to  provide— and  I  emphasize  this— basic  consumer  protection.  It 
does  not  really  speak  to  the  question  of  quality  of  program.  It 
speaks  to  full  disclosure  of  students  about  what  the  school  is  all 
about,  the  kinds  of  jobs  they  might  secure,  truthfulness  and  that 
sort  of  thing,  and  in  many  ins'ances  what  you  find  in  the  law  and 
the  rules  and  regulations  are  principles  stated,  but  with  very  little 
accountability  attached  at  the  same  time. 

While  we  as  a  staff  become  alarmed  by  what  SCO  and  we  are 
frustrated  about  how  little  we  are  able  to  do  under  the  law,  I  do 
believe  that  we  ha-  e,  at  least  in  the  State  of  Illinois,  in  the  main 
succeeded  in  carrying  out  our  charge,  and  I  think  that  is  true  in  a 
number  of  the  other  States,  but  not  in  all. 

If  a  school  is  willing  to  take  the  time,  eventually  they  probably 
will  get  a  certificate  from  us.  However,  very  few  of  those  schools 
that  receive  certificates  do,  in  fact,  lose  them.  In  my  14  years  with 
the  office  

Senator  Nunn.  Do  in  fact  use  them  or  lose  them? 

Mr.  Ha  worth.  Lose  them. 

During  my  14  years  with  the  office,  only  two  schools  in  Illinois 
have  been  closed  as  a  result  of  our  very  cumbersome  and  laborious 
hearing  process. 
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The  history  of  proprietary  education  in  Illinois  has  not  always 
been  a  happy  one.  You  may  know  that  in  1975  The  Chicago  Trib- 
une ran  a  number  of  exposes.  At  that  time,  we  got  a  new  law  And 
just  2  years  ago,  The  Chicago  Sun  Times  ran  a  whole  series  ot  arti- 
cles again,  and  once  again  that  law  was  modified. 

The  law  is  said  to  be  reform  legislation.  And  while  it  is  true  that 
we  got  some  things  in  it  that  will  be  helpful  to  lu-for  example, 
that  the  schools  must  now  disclose  their  placement  and  graduation 
rates  on  contracts  that  students  receive— and  we  assume  that  some 
of  the  students  will  read  that  information— still,  at  the  same  time, 
in  the  matter  of  refund  policy,  interestingly,  the  policy  we  have  m 
1990  is  less  favorable  to  students  than  the  refund  policy  that  we 

^Accredited  schools  may  obligate  students  fully  after  only  50  per- 
cent completion,  and  interestingly,  nonaccredited j  schools,  those 
schools  that  don't  cause  us  any  trouble,  are  required  under  the  law 
to  have  a  modified  pro  rata  refund  policy  which  obligates  the  stu- 
dents only  after  80  percent. 
Senator  Nunn.  That  is  under  State  law. 
Mr.  Ha  worth.  That  is  under  State  law,  that  s  right. 
Senator  Nunn.  The  50  percent  with  accredited  is  under  Federal 
lstw  is  tli£it>  richt>? 

Mr.  Ha  worth.  That's  right,  yes.  And  I  should  add  here,  as  the 
gentleman  from  NATTS  pointed  out,  that  in  the  case  of  an  accred- 
ited school  with  NATTS,  the  students  would  come  under  the  75 
percent  rule  because  of  Accrediting  Commission  requirements. 

We  have  for  a  number  of  years  talked  about  matters  of  Triad 
and  reciprocity.  When  I  came  onboard  14%  years  ago,  these  were 
talked  about  a  great  deal.  The  fact  is  that  in  Illinois,  our  contacts 
with  the  accrediting  commissions  have  in  the  main  been  limited  to 
serving  not  as  members  of  accrediting  teams,  as  somebody  said  this 
morning,  but  as  observers  on  accrediting  teams,  with  little  or  no 
input  at  that  time.  ^  .       ,  , 

We  have  in  recent  years,  in  the  last  2  or  3  years  especially,  had  a 
growing  number  of  contacts  with  staff  members  in  the  Inspector 
General's  office  in  our  region,  some  contacts  with  Washington,  and 
we  have  carried  on  regular  conversation  with  those  staff  mem- 
bers—many of  them  are  now  our  friends— and  we  have  found  the 
regional  office  in  the  last  year  taking  initiatives  that  they  had  not 
taken  before.  They  have  talked  not  only  to  us  as  State :  regulators, 
but  to  a  number  of  other  groups  within  the  State  of  Illinois  that 
have  some  interest  in  regulation. 

For  6V2  years,  we  in  our  State  labored  to  get  new  rules  and  regu- 
lations. We  had  started  work  on  the  rules  and  regulations  original- 
ly because  a  joint  committee  of  the  legislature  had  said  that  our 
old  ones  were  somewhat  defective  and  needed  to  be  improved. 

People  frequently  have  asked  why  did  it  take  so  long.  We  had 
before  that  6%  years  studied  all  the  rules  and  regulations  of  ail  the 
other  States;  we  had  studied  the  requirements  of  all  the  accrediting 
groups  and  tried  to  adopt  what  we  thought  would  be  a  model  tor 
all  the  other  States  in  the  Union.  We  found  that  we  were  a  bit 
idealistic  because  in  the  actual  political  process  within  the  state, 
the  students  do  not  have  any  spokesmen  on  their  behalf,  but  the 
schools  do. 
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After  our  first  open  hearing,  we  received  about  48  letters,  and  we 
found  that  this  process  was  carefully  orchestrated.  The  very  last 
letter  we  received  was  tfce  longest  of  all,  and  that  was  a  letter 
which  covered  all  the  rules  that  nad  not  already  been  criticized — in 
fact,  every,  single  thing  that  we  had  written  had  some  kind  of  criti- 
cism about  it. 

This  resulted  in  the  Speaker  of  our  House  calling  a  task  force  to- 
gether for  one  day  where  the  rules  were  again  attacked.  This 
caused  us  to  go  back  to  work  again,  and  another  hearing  being 
held,  and  finally,  on  May  3rd  of  this  year,  we  had  some  rules  for 
the  new  law.  We  believe  that  there  are  many  things  in  the  rules 
which  will  be  helpful  to  us.  For  example,  we  may  now  suspend  a 
school  if  we  find  it  is  out  of  compliance  in  any  way;  we  give  them 
15  days  to  respond  to  what  our  findings  are  and  15  more  days  to  be 
fully  in  compliance  before  we  can  then  take  action  to  begin  the 
hearing  process  which,  again,  may  be  a  very  slow  one.  But  we  con- 
sider this  change  to  be  a  very  important  reform. 

However,  once  again  we  and  that  every  time  we  win  something 
for  the  students,  we  lose  something  as  well.  I'll  give  just  one  exam- 
ple. 

We  have  talked  about  financial  viability  several  times  here 
today.  The  joint  committee  of  the  legislature  told  us  that  we  should 
have  some  standards  for  financial  viability.  So  what  did  we  do?  We 
set  some  standards  that  were  as  simple  as  this:  The  school  pavs  its 
rent.  The  school  pays  its  faculty.  The  school  provides  the  books 
that  the  students  are  supposed  to  get,  and  so  forth.  That  whole  sec- 
tion was  removed  from  the  rules. 

So  some  of  our  rules  are  very  similar  today  to  the  policies  that 
you  will  find  that  some  of  the  accrediting  commissions  have;  that 
is,  they  are  statements  of  principle  for  which  the  school  cannot  ac- 
tually be  held  accountable. 

Senator  Nunn.  It  sounds  as  if  you  are  describing  a  very  powerful 
political  lobbying  organization  here  that  is  affecting  your  ability  to 
get  things  through  the  regulatory  or  the  legislative  process.  Is  that 
right,  or  am  I  misreading? 

Mr.  Ha  worth*  Interestingly,  in  Illinois  we  do  not  have  a  strong, 
viable,  organized  group  of  schools.  It  is  true  they  have  their  organi- 
zations, but  normally  they  do  very  litvle.  They  only  become  orga- 
nized at  such  times  as  they  think  that  something  of  this  sort  might 
happen. 

There  are  close  connections  between  the  organizations,  yes,  and 
the  State  Chamber  of  Commerce  has  become  involved  and  other 
groups,  in  part  from  a  philosophical  point  of  view— and  it  is  one 
that  can  be  argued— that  these  are  businesses,  small  businesses, 
and  that  they  should  have  their  right  to  exist  as  a  business  with 
minimum  interference. 

Senator  Nunn,  Well,  that's  the  old  S&L  philosophy.  That's  fine, 
as  long  as  it  is  not  with  the  taxpayers'  money,  but  basically  you  are 
talking  about  something  not  operating  in  a  free  market  here;  you 
are  talking  about  the  Federal  Government  backing  it  up,  paying 
for  it,  paying  for  the  defaults,  spending  $2  billion  a  year. 

I  think  Senator  Roth  and  I  would  agree.  We  believe  in  the  free 
market  and  free  enterprise,  but  this  is  not  free  enterprise  when  the 
Federal  Government  has  got  its  hand  there  and  the  money  is  being 
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supplied  by  the  Federal  Government.  It  can  be  considered  a  busi- 
ness, but  it  is  certainly  going  to  have  to  have  some  regulation,  or 
we've  got  to  get  the  tax  money  out  of  it,  one  way  or  the  other,  as  I 
see  it. 

Do  you  see  it  that  way,  Senator  Roth? 

Senator  Roth.  I  agree  absolutely,  Mr.  Chairman. 

Could  I  just  throw  out  one  question.  Isn  t  the  problem  in  the 
system  essentially  with  the  proprietary  schools? 

Mr.  Ha  worth.  Yes.  , ,        .  .  .  , 

Senator  Roth.  We  don't  have  the  same  problem  with  our  estab- 
lished colleges,  whether  they  are  2-year  or  community— or,  do  we? 
Let  me  ask  you  that  question. 

Mr.  Ha  worth.  I  think  the  answer  is  right.  Until  about  7  or  8 
years  ago,  our  office  had  responsibility  for  all  the  private  colleges 
and  universities  in  the  State.  We  have  about  140-pius  of  those.  The 
responsibility  for  those  schools  is  now  with  the  Board  of  Higher 
Education.  We  traded  off  some  responsibilities. 

We  talk  with  these  people  all  the  time.  The  only  problems  that 
they  have  with  schools  are  with  those  proprietary  institutions  that 
also  come  under  their  jurisdiction  which  are  degree^ranting. 

Senator  Roth.  The  reason  I  raise  that,  Mr.  Chairman,  is  that  it 
seems  to  me  that  a  system  that  is  working  acceptably  well  with  es- 
tablished schools  has  opened  the  door  to  these  proprietary  schools, 
which  sometimes  are  merely  money-making  organizations. 

It  seems  to  me  that  we  may  need  a  whole  different  system  from 
what  we  have.  ,  , 

Mr.  Haworth.  If  I  might  make  one  other  observation  about  one 
reason  why  perhaps  many  legislators  are  not  as  interested  in  these 
schools  and  don't  pay  a  great  deal  of  attention  to  what  is  going  on 
here,  is  that  in  Illinois  there  is  no  State  money  involved  at  all.  Our 
Scholarship  Commission  does  not  give  money  to  students  who 
attend  proprietary  institutions.  . 

Senator  Roth.  Again,  it  seems  to  me  we  are  right  back  in  the 
situation  that  we  were  in  with  the  S&Ls.  People  are  playing  with 
other  people's  money  with  nothing  at  risk.  I  think  that  is  a  large 
part  of  the  problem.  Unfortunately,  it  is  a  common  problem  when 
the  Federal  Government  gets  involved. 
Senator  Nunn.  Mr.  Haworth,  have  you  concluded? 
Mr.  Haworth.  Yes,  sir. 

Senator  Nunn.  I  guess  one  question  to  the  whole  panel,  and  then 
we'll  hear  from  Mr.  McCormick,  is  one  Senator  Roth  just  raised:  Do 
we  need  something  totally  different  for  these  proprietary  schools? 
Do  we  need  to  break  it  out  of  the  overall  regulatory  scheme  for  the 
other  parts  of  the  student  loan  and  have  something  separate  and 
apart  for  this  group  of  schools? 

Mr.  Ferguson.  Sir,  if  I  might— and  you  say  you  understand  my 
dialect  here— when  I  tell  ycu^'that  dog  won't  hunt". 

Senator  Roth.  I  could  not  hear  you.  , 

Mr.  Ferguson.  When  I  say  this  right  now,  and  the  chairman  un- 
derstands this  when  1  say  it,  being  from  South  Georgia:  That  dog 
won't  hunt— in  fact,  that  dog  won't  even  get  off  the  truck. 

Something— something— has  got  to  occur  so  we  can  ensure  first 
of  all  that  those  students— and  they  are  out  there—those  students 
who  need  access  to  these  funds,  we  have  got  to  ensure  that  they 
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have  it.  Bat  number  2,  we  have  got  to  ensure  that  those  folks  who 
are  purporting  to  offer  that  education  to  them  are  responsible  not 
only  to  the  taxpayer  but  to  the  student  that  they  are  going  out  and 
recruiting.  I  think  that  can  be  done. 

Senator  Nunn.  You  are  saying  under  the  existing  scheme? 

Mr.  Ferguson.  I'm  saying  under  the  existing  scheme,  it  is  just 
not  working. 

Senator  Nunn.  You're  saying  don't  break  it  out  under  something 
brand  new? 

Senator  Roth.  You  are  saying  the  opposite,  aren't  you? 

Mr.  Ferguson.  I'm  saying  that  the  way  it  is  set  up  currently,  it 
is  not  working;  it  is  not  working  in  Florida,  and  from  what  I  have 
seen  it  is  not  working  nationwide.  And  I  will  say  something  else, 
Mr.  Roth  

Senator  Nunn.  But  here  is  what  Senator  Roth  said.  He  said  that 
we  need  to  break  this  out,  or  we  might  need  to  think  about  break- 
ing this  out  and  doing  the  proprietary  schools  totally  different.  And 
you  said  "that  dog  won't  hunt."  I  know  what  that  expression 
means,  but  I'm  not  sure  which  "dog"  you're  talking  about. 

Mr.  Ferguson.  I'm  saying  you  are  not  going  to  be  able  to  break 
it  out;  you  can't. 

Senator  Nunn.  You  don't  think  you  can  break  it  out? 

Mr.  Ferguson.  No,  sir,  I  don't  think  you  can. 

Senator  Roth.  Why— politically,  or  otherwise? 

Mr.  Ferguson.  Well,  certainly,  we  would  be  naive  to  believe  that 
there  wouldn't  be  a  lot  of  politics  involved  there.  But  I  think  the 
key  is — I  would  hate  for  us  to  be  in  the  position  where  we  may  be 
saying  because  you  want  to  go  to  a  vocational/proprietary  school 
that  that  makes  vou  different  from  someone  who  is  going  to  a  voca- 
tional school  in  the  public  sector. 

Quite  honestly,  overall  nationwide,  the  proprietary  schools  do  a 
good  job.  Now,  I'm  talking  about  overall  In  Florida,  again,  I  will 
tell  you— think  about  what  I'm  saying  here — of  the  507  licensed  vo- 
cational schools,  149  of  them  are  accredited,  receive  Title  IV  fund- 
ing, and  yet  of  those  149  we  are  talking  certainly  less  than  perhaps 
20  percent,  maybe  10  percent,  that  we  have  problems  with.  So  the 
rest  of  them  are  doing  an  adequate  job. 

And  I  think  we  need  never  to  lose  sight  of  the  fact  that  we  need 
to  look  at  education  as  a  total  delivery  system,  and  I  think  there 
are  ways  to  do  that  and  still  protect  the  student. 

Senator  Nunn.  You  think  we  ought  to  take  the  existing  system 
and  make  it  better,  not  come  up  with  a  new  system  for  proprietary 
schools. 

Mr.  Ferguson.  Yes,  sir. 

Senator  Nunn.  Mr.  Haworth,  what  do  you  think? 

Mr.  Haworth.  Well,  let  me  sav  first  that  that  20  or  25  percent 
figure  about  bad  schools  is  probably  what  we  would  say  in  Illinois 
also.  However,  we  should  point  out  that  many  of  these  schools  are 
very  large  schools.  So  if  you  take  the  total  number  of  students  in- 
volved, the  number  of  students  affected  would  go  well  beyond  that. 
And  there  are  some  schools  that  are  marginal,  and  we  believe  that 
if  they  don't  come  under  regular  monitoring  from  us,  they  could 
easily  slip  across  the  line. 
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We  try  to  make  two  visits  to  each  school  each  year  with  our  staff 
members,  and  we  try  to  have  a  full  team  visit  at  least  once  each  3 
years  to  our  schools.  In  fact,  we  have  a  team  going  out  next  week 
which  will  be  going  in  the  third  time  into  one  school  in  less  than  a 
year.  . 

It  is  my  opinion— and  I  don't  have  specific  ideas  about  what  to 
propose  here— that  it  might  be  in  the  best  interest  of  the  proprie- 
tary school  industry  and  of  the  citizens  of  our  country  if  in  fact  fi- 
nancial aid  were  broken  out  in  some  way.  ,  . 

I  am  not  sure  that  many  proprietary  schools,  by  strict  definition 
are,  in  fact,  postsecondary  today.  Given  the  nature  of  the  abilities 
and  the  kindof  education  these  young  people  have  had  in  the  sec- 
ondary schools  before  they  come,  you  learn  they  are  the  most  vul- 
nerable people  that  you  can  possibly  imagine  when  you  interview 
them.  They  don't  know  how  to  make  comparisons  between  schools. 
They  are  not  capable  of  doing  that.  m 

So  I  think  that  in  some  States— and  I  would  include  ours  as  one 
of  those— that  it  might  be  quite  possible  for  nonaccredited  schools 
to  qualify  for  Federal  moneys  given  the  kind  of  regulation  which 
we  nave,  and  you  would  not  have  any  more  problems  than  you 
hflvB  now. 

I  think  there  are  some  States  that  really  are  working  hard  at 
this,  but  I  can  take  you  to  major  States— right  now  I  can  think  of 
one— that  because  of  reduction  in  staff  has  only  one  person— one  of 
the  largest  States  in  the  Nation.  I  can  take  you  to  Missouri,  which 
has  a  half-time  person  trying  to  take  care  of  the  whole  State  of 
Missouri  with  a  half-time  secretary. 

If  the  States  are  willing  to  put  in  the  resources  and  have  the 
kind  of  staff  and  carry  on  the  kind  of  monitoring  that  I  am  talking 
about— and  I'm  not  trying  to  argue  against  accreditation  here— but 
I  think  it  would  be  possible  that  we  could  set  up  such  a  model  and 
make  it  work. 

Senator  Nunn.  Thank  you. 

Mr.  McCormick,  we'll  hear  from  you  now. 

TESTIMONY  OP  JOE  L.  McCORMICK,  PRESIDENT,  TEXAS 
GUARANTEED  STUDENT  LOAN  CORPORATION  10 

Mr.  McCormick.  Thank  you,  Senator. 

I  appreciate  the  opportunity  to  address  this  Committee.  I  have 
been  in  the  student  loan  business  for  almost  25  years  now.  I  have 
been  very  outspoken  concerning  the  fraud  and  abuse  in  the  Stu- 
dent Loan  Program,  and  at  some  risk,  I  might  add,  published  in 
1989  a  "School  or  Scandal?"  document  that  outlines  some  of  the 
fraud  and  abuse  that  we  have  uncovered  in  Texas. 

I  want  to  start  out  by  saying,  before  we  give  people  the  wrong 
impression,  that  we  fully  recognize  the  valuable  contributions 
made  by  well-run  proprietary  schools  in  our  State  and  throughout 
this  Nation.  But  there  can  be  no  place  in  any  student  aid  program 
for  the  profiteering,  money-merchant  mentality  of  certain  school 
owners  who  simply  treat  their  school  as  a  "cash  cow,"  with  no  in- 
tention to  provide  a  quality  education. 


10 See  p.  470  for  Mr.  McCormSck's  prepared  ttatenient. 
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Now,  it  is  not  enough  to  simply  stand  up  here  and  point  fingers 
at  the  fraud  and  abuse  that  exists  in  these  programs.  We  have  to 
sit  down  and  work  out  realistic  solutions  to  these  problems,  and 
more  importantly,  we  cannot  be  swayed,  and  we  must  not  yield  to 
the  political  pressures  or  threats  from  vested  interest  groups  that 
would  deter  us  from  this  action. 

In  listening  to  the  testimony  this  morning,  on  the  surface  it 
would  appear  that  schools  have  to  go  through  a  lot  of  trouble 
before  they  are  approved  to  participate  in  the  student  loan  pro- 
grams, but  in  reality,  our  experience  has  been  that  getting  accredi- 
tation is  not  difficult.  There  are  several  accrediting  agencies,  and  it 
does  not  appear  to  be  difficult  for  schools  to  attain  accreditation. 

Being  certified  by  the  Department  of  Education  to  be  eligible  for 
Title  IV  aid  doesn't  appear  to  be  very  difficult,  either.  The  Inspec- 
tor General,  in  a  September  1989  report,  reported  that  over  a  4- 
year  period  the  Department  of  Education  received  and  processed 
2,087  applications  for  eligibility  and  denied  only  60  applications. 

I  think  you  should  also  consider,  in  addressing  the  fraud  and 
abuse  that  exists,  the  dramatic  growth  in  the  loan  programs  and  in 
the  number  of  proprietary  schools  that  has  just  occurred  in  the  last 
4  years.  In  Texas  alone  in  1986  we  had  only  167  proprietary 
schools.  In  1990  we  have  over  400. 

During  that  same  period,  supplemental  loans  for  students  grew 
nationally  from  $279  million  in  1986  to  over  $2.1  billion  in  1989. 
Just  in  the  past  2  years,  in  1988,  nationally  default  claims  paid  by 
guarantee  agencies  was  only  $35  million  in  the  Supplemental  Loan 
Program.  In  1989,  the  very  next  year,  that  figure  rose  to  almost 
$300  million  in  default  claims. 

Based  on  our  experiences  in.  Texas,  I  am  firmly  convinced  that 
the  single  most  effective  measure  to  be  taken  to  address  fraud  and 
abuse  in  the  Guaranteed  Student  Loan  Program  does  in  fact  in- 
volve school  eligibility  and  certification  by  all  the  appropriate  enti- 
ties. 

Since  1988  our  compliance  staff  has  conducted  92  school  reviews, 
negotiated  33  default  reduction  agreements,  exercised  11  emergen- 
cy suspensions,  and  terminated  five  schools  or  lenders,  and  some  of 
the  most  common  abuses  cited  by  the  Inspector  General  in  his  tes- 
timony before  this  Committee  are  exactly  what  we  found  in  Texas: 
untimely  student  loan  refunds,  violations  of  ability-to-benefit,  fail- 
ure to  demonstrate  the  ability  to  properly  administer  the  program, 
and  abuses  in  course-stretching. 

As  I  was  leaving  Texas  yesterday  to  come  to  this  hearing,  on  the 
front  page  of  the  Austin  American  Statesman  was  a  fullblown  arti- 
cle about  a  trade  school  that  just  suddenly  closed  its  doors,  a  na- 
tional trade  school  that  had  at  least  six  locations  in  Texas,  21  loca- 
tions nationally.  It  taught  bartending  and  security  guard  training. 
These  were  300-hour  courses,  because  that  is  what  you  are  required 
to  have  to  be  eligible  for  guaranteed  student  loans,  is  a  300-hour 
course.  Now,  in  the  State  of  Texas,  you  can  get  a  license  to  be  a 
security  guard  for  30  hours  of  instruction.  You  can  get  a  bartend- 
er s  license  for  80  hours  of  instruction,  and  you  can  go  to  a  local 
community  college  and  pay  $96  to  take  either  course. 
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Now,  this  school  was  in  operation  for  over  4  years  and  was  ac- 
credited by  a  nationally-known  accrediting  agency,  and  the  infor- 
mation that  I  havegiven  you  has  been  known  to  that  agency. 

Senator  Nunn.  which  agency  is  that? 

Mr.  McCormick.  It  is  the  National  Association  of  Trade  and 
Technical  Schools* 

How  can  we  relate  to  the  feelings  of  frustration  and  victimiza- 
tion that  these  students  must  feel  after  their  dream  of  a  better  life 
has  been  turned  into  nothing  more  than  a  debt,  a  debt  that  they 
either  cannot  or  will  refuse  to  repay?  Shattered  dreams,  ruined 
credit,  high  default  rates,  and  all  in  the  name  of  providing  access 
to  needy  students* 

Senator  Nunn,  in  your  recent  press  release  you  commented—and 
I  quote— that  "unscrupulous  trade  school  owners  amass  huge  prof- 
its while  providing  little  or  no  useful  training  at  the  expense  of  un- 
suspecting students,  and  despite  these  problems,  far  too  many  of 
these  bad  schools  continue  to  be  licensed,  accredited,  and  certified 
for  Federal  funds/' 

I  couldn't  agree  more,  and  I  will  use  another  South  Georgia  ex- 
pression. I  think  there  ought  to  be  a  bounty  on  these  schools  and 
no  bag  limit. 

When  I  read  comments  on  the  other  hand  that  these  programs 
are  riddled  with  waste,  fraud  and  abuse,  and  just  plain  inefficiency, 
and  that  this  is  a  Federal  program  teetering  on  the  brink  of  disas- 
ter, I  have  to,  with  all  due  i  spect,  Senator,  call  great  exception  to 
that  comment. 

Overall,  these  programs  are  sound  and  provide  e  valuable  contri- 
bution to  the  future  education  of  this  Nation's  young  people.  And 
in  recent  months,  positive  steps  have  been  taker*  by  the  United 
States  Congress,  the  Department  of  Education,  guarantee  agencies, 
State  licensing  boards,  and  the  reputable  proprietary  school  owners 
that  I  have  met  with  personally  in  my  own  State  of  Texas. 

So  there  are  problems  and  there  are  solutions,  and  let  me  just 
name  three.  I  think  number  one,  this  Congress  this  session,  before 
you  adjourn,  should  require  that  all  eligible  schools  are  required  to 
have  a  minimum  of  600  clock-hours,  thereby  eliminating  all  of 
these  short-term  courses  such  as  dog  grooming  schools,  bartending 
schools  and  card  dealing  schools,  from  GSL  eligibility.  The  eligibil- 
ity for  Federal  aid  would  be  at  600  hours,  which  means  that  stu- 
dents would  have  the  opportunity  to  receive  Pell  Grants  as  a  part 
of  their  financial  aid  package  and  not  totally  rely  on  loans. 

In  addition  I  would  point  out  that  this  recommendation  would  in- 
volve immediate  budget  cost  savings  as  you  try  to  close  out  budget 
reconciliation  for  fiscal  year  1990;  this  is  something  that  would  in 
fact  drive  budget  savings  in  that  process* 

Second,  return  all  course-length  requirements  for  proprietary 
schools  to  clock-hour  calculations  and  provide  severe  penalties  for 
course-stretching. 

Third,  adopt  the  prevention  measures  of  Senate  Bill  695  that  is 
now  pending  before  the  conference  and  is  ready  to  go  to  a  confer- 
ence committee. 

In  closing,  let  me  again  emphasize  that  this  program  is  viable,  it 
is  effective,  and  it  is  unfair  to  thousands  of  good  school  owners, 
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lenders  and  students  who  participate  in  this  program  to  refer  to  it 
as  a  national  scandal  in  the  making, 

It  is  a  program  that  needs  attention—it  needs  immediate  atten- 
tion—and swift  and  decisive  congressional  action  in  order  to  pro- 
tect the  integrity  of  this  program  and  restore  the  public's  confi- 
dence in  it  In  our  zeal  to  abolish  fraud  and  abuse,  let  us  be  careful 
that  we  don't  throw  the  baby  out  with  the  bath  water.  The  young 
people  we  serve  are  depending  on  us  to  do  what  has  to  be  done  to 
guarantee  that  they  have  a  future  and  that  they  have  an  opportu- 
nity to  pursue  it. 

Thank  you.  Til  be  glad  to  answer  any  questions. 

Senator  Nunn.  Thank  you  very  much,  Mr.  McCormic*. 

Mr.  McCormick,  you  don't  consider  this  a  scandal? 

Mr.  McCormick.  Senate ,  I  don't  consider  it  a  widespread  scan- 
dal that  involves  draconian  measures.  I  consider  it  isolated  in  the 
sense  that  there  are  problems  in  the  system  that  people  who  choose 
to  can  take  full  advantage  of,  and  those  problems  need  to  be  ad- 
dressed. 

For  example,  I  think  the  accreditation  process  is  being  asked  to 
do  more  than  it  was  designed  to  do.  And  I'm  not  so  sure  that  we 
shouldn't  involve  the  certification  of  student  aid  eligibility  in  a  dif- 
ferent process,  similar  to  the  way  you  certify  schools  eligible  to  re- 
ceive Veteran  Affairs  benefits. 

Senator  Nunn.  More  like  the  veterans  program? 

Mr.  McCormick.  Yes,  sir.  I  don't  know  that  you  need  accredita- 
tion in  this  process  at  all. 

Senator  Nunn.  I  notice  your  publication  you  held  up  says 
"Schools  or  Scandals?" 

Mr.  McCormick.  Yes,  sir. 

Senator  Nunn.  So  you  must  think  there  is  some  scandal  here. 
Mr.  McCormick.  Absolutely.  We  live  with  it  every  day. 
Senator  Nunn.  Well,  I  think  that  is  what  I  said,  that  it  was  a 
scandal. 

Mr.  McCormick.  I'd  like  to  clear  up  one  matter  

Senator  Nunn.  You  are  just  saying  that  we  ought  to  continue  to 
emphasize  that  there  are  good  schools  out  there. 
Mr,  McCormick.  Yes. 

Senator  Nunn.  I  think  that  has  been  said  in  every  statement. 
That  is  not  always  what  you  read  in  the  paper,  but  every  state- 
ment I  have  made  in  the  year  we  have  been  investigating  this  has 
been  that  there  are  good  schools,  that  we  are  dealing  with  the  bad 
apples,  but  there  are  a  lot  of  bad  apples. 

Mr.  Haworth  just  talked  about  25  percent  in  his  State;  Mr.  Fer- 
guson talked  about  20-25  percent;  Mr.  Haworth  said  in  Illinois 
they  have  more  than  26  percent  of  students  in  proprietary  schools 
because  of  the  large  schools. 

It  seems  to  me  the  scope  of  this  is  nationwide,  and  it  seems  to  me 
it  is  scandal. 

Mr.  McCormick.  Well,  I  think  in  response  to  your  earlier  ques- 
tion, we  need  to  recognize  that  they  are  different. 
Senator  Nunn.  Proprietary  schools? 

Mr.  McCormick.  Proprietary  schools  should  be  in  the  Title  IV 
program,  they  should  be  participating  in  all  those  programs.  But  it 
is  ridiculous  for  the  Department  of  Education,  in  writing  the  rules 
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and  regulations,  to  administer  these  programs,  to  force  guarantee 
agencies  and  force  regulating  agencies  to  treat  West  Texas  Barber 
College  in  the  exact  same  manner  that  we  treat  Harvard  Universi- 
ty, because  they  are  different  type  schools,  and  there  are  differ- 
ences that  need  to  be  recognized  m  rules  and  regulations. 

Senator  Nunn.  We  heard  this  morning  from  Jan  Friedheim,  who 
testified  that  her  school  was  told  by  the  Texas  Guaranteed  Loan 
Agency  that  they  must  process  a  student  loan  for  a  student  who 
told  them  the  money  would  not  be  used  for  education. 

Did  you  hear  that  testimony? 

Mr.  McCormick.  Yes,  I  did,  and  I'd  like  to  clarify  that. 

Senator  Nunn.  Yes,  I'd  like  for  you  to  do  that.  You  heard  what 
she  said.  She  said  basically  even  if  they  were  going  to  buy  a  car  or 
go  on  a  vacation,  they  were  told  they  had  to  process  it  and  give  the 
money. 

Mr.  McCormick.  I  appreciate  the  dilemma  Jan  finds  herself  in, 
and  if  any  of  my  staff  has  given  her  misinformation,  I  apologize.  I 
think  what  needs  to  be  clarified  here  is  that  the  student  signs  a 
certification  statement  on  the  application  that  he  will  use  that  loan 
for  educational  purposes.  And  if  anyone  on  my  staff  advised  her 
that  if  he  were  going  to  use  that  loan  for  something  other  than 
educational  purposes  that  she  had  to  give  it  to  him,  then  that  was 
in  error  because  we  are  not  advising  people  to  be  accessory  to  a 
criminal  act. 

Senator  Nunn.  So  that  the  law  is  c'ear  on  that  point,  then. 

Mr.  McCormick.  Right.  What  I  think  my  staff  was  trying  to 
advise  her  is  that  a  school  cannot  require  the  student  to  deposit 
those  loan  funds  at  that  school.  Those  loan  funds  are  made  avail- 
able to  the  students,  and  once  they  have  taken  out  their  money  for 
tuition  and  books  and  other  charges,  if  the  student  demands  it,  he 
can  receive  the  balance  of  the  funds. 

Senator  Nunn.  But  if  the  student  tells  them  in  effect  that  he  is 
going  to  use  it  for  a  vacation  or  for  a  noneducational  purpose  like 
an  automobile,  then  that  individual  processing  that  can  say,  "Wait 
a  minute.  This  would  be  a  violation.  I'm  not  going  to  do  it.' 

Mr.  McCormick.  If  you  can  prove  that,  that  is  true. 

Senator  Nunn.  Well,  if  they  told  you,  you  can  prove  it.  You  seem 
to  have  some  doubt. 

Mr.  McCormick.  Well,  I  don't  know  that  you  can  prove  intent.  I 
don't  know  that  you  can  prove  that  she  is  going  to  use  the  money 
for  some  other  purpose  or  she  is  going  to  use  it  to  pay  rent. 

Senator  Nunn.  Well,  though,  what  she  testified  to  this  morning 
was  that  the  student  said  to  the  school,  "I  am  not  going  to  use  this 
for  education:  I  am  going  to  use  it  for  an  automobile  and  for  a  va- 
cation." That  s  clear  as  a  bell. 

Mr.  McCormick.  If  that  be  the  case,  then  I  don't  think  she  is  re- 
quired under  Federal  law  to  give  that  student  the  loan.  I  think  she 
can  send  it  back  to  the  lender  and  have  it  cancelled.  But  I  think 
she  would  probably  risk  some  litigation.  The  stuctent  would  prob- 
ably pursue  that  matter  with  a  lawyer. 

Senator  Nunn.  I  don't  know  about  the  risk  and  litigation.  If  we 
have  gotten  to  the  point  in  this  society  that  every  time  you  do 
something  right,  somebody  is  going  to  sue  you— now,  maybe  we 
have  gotten  there— but  if  you  then  refuse  to  do  something  right  be- 
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cause  you  are  afraid  somebody  is  going  to  sue  you,  somebody  could 
bring  a  lawsuit  against  Senator  Roth  and  me  tomorrow  morning. 
We  get  sued.  People  get  sued.  But  if  we  are  all  going  to  run  from 
lawsuits,  we  are  basically  taking  the  lowest  common  denominator 
of  legal  behavior  and  frivolous  suite  and  making  it  the  standard  of 
the  country.  I  hope  we  don't  do  that  in  administering  our  program. 

I  mean,  you  can  bring  a  lawsuit  with  nothing  but  a  piece  of 
paper  

Mr.  McCormick.  I  think  the  most  important  thing  is  that  that 
loan  was  made  to  the  student,  and  his  signature  is  on  it,  and  if  the 
school  has  received  their  funds,  and  the  school  is  providing  their 
services  as  the  contract  calls  for,  the  student  is  entitled  to  that 
money  to  pay  rent  and  to  do  things  that  he  needs  to  do  to  sustain 
himself  during  the  course  of  that  term  

Senator  Nunn.  Including  buying  an  automobile? 

Mr.  McCormick.  No,  I  didn  t  say  that.  But  I  think  we  have  to 
protect  the  student's  right  to  have  those  funds  available  to  pay  for 
necessary  living  expenses,  and  I  think  Jan  would  agree  with  that.  I 
think  most  of  the  financial  aid  community  would  agree  with  that. 

Senator  Nunn.  Let  me  get  Mr.  Ferguson's  and  Mr.  Haworth's 
comment  on  this,  if  the  student  says  he  is  not  going  to  use  the 
money  for  educational  purposes. 

Mr.  Ha  worth*  I  really  don't  know  the  answer  to  this.  One  of  the 

§oints  I  guess  I  should  make  explaining  our  role  is  that  we  in  the 
tate  have  had  very  little  if  anything  to  do  with  Federal  financial 
aid-  We  are  observers  to  this  rather  than  participants  in  it.  And  we 
don't  pretend  that  we  are  experts  in  this. 

What  we  do  find  when  we  visit  schools  is  the  schools  that  don't 
keep  proper  attendance  records,  that  have  students  on  the  rolls 
and  that  kind  of  thing  that  should  be  there.  But  we  don't  try  to 
interpret  this.  So  I  don't  really  know  the  answer  to  it.  I  am  both- 
ered by  it,  just  as  you  would  be— very  bothered—but  I  don't  know 
what  the  legal  answer  would  be. 

Mr.  Ferguson.  Very  briefly,  sometimes  I  overload  myself.  First 
of  all,  I  think— and  I  specifically  didn't  say  anything  about  it— first 
of  all,  she  has  identified  a  problem,  and  that  problem  is  that  these 
schools  have  a  tendency  in  fact  to  overload  a  student.  They  in  fact 
overload  the  student's  ability  to  ever  begin  paying  back  some  of 
these  loans,  the  loans  that  are  available,  the  SLS,  the  PLUS,  she 
mentioned.  Why  in  the  world  are  these  loans  and  the  money  avail- 
able to  those  students  if  in  fact  they  are  not  needed  for  education? 

I  think  what  you  will  find  if  you  did  a  survey— and  we  did  in 
Florida,  took  a  look  at  one  area— let's  talk  cosmetology  for  a 
second.  We  have  recent  taken  over  cosmetology  schools.  We  have 
the  difference  between  $2,500  tuition  in  a  nonaccredited  school, 
teaching  a  State-required  1,200-hour  program,  as  opposed  to  a 
$7,000  tuition  teaching  the  same  program.  And  when  you  look  at 
them,  the  only  difference  is  accreditation  and  availability  of  Title 
IV  funding. 

Senator  Nunn.  That  gets  to  Mr.  McCormick's  suggestion,  which 
has  some  appeal,  but  I  wonder  if  it  will  work,  about  passing  a  law 
that  says  you've  got  to  have  600  hours  in  these  schools.  Unless  you 
have  some  way  of  monitoring  what  they  are  teaching,  they  could 
simply  take  the  bartending— the  example  that  you  have  given— 


er|c 


13G  ,  - 


126 

that  you  could  get  for  less  hours  and  basically  require  more  hours, 
and  you  wouldn't  have  done  anything,  just  made  the  fraud  worse. 

Senator  Roth.  Didn't  they  already  do  that,  according  to  your  tes- 
timony— move  from  a  few  hours  to  300? 

Senator  Nunn.  We  have  had  some  testimony  where  that  is 
done— I  think  we  had  it  in  the  last  set  of  hearings— that  they 
simply  came  in  and  taught  the  same  thing  and  doubled  the  number 
of  hours  and  charged  more  money.  ,  A 

Mr.  McCormxck.  Senator,  that  is  why  I  have  in  the  testimony 
the  suggestion  that  you  have  penalties  for  course-stretching,  that 
you  literally  would  have  to  grandfather  some  things  in  there  that 
would  discourage  that  from  happening  if  you  passed  that  law. 

Senator  Nunn.  That  assumes  somebody  is  going  to  be  out  there 
enforcing  this  business. 

Mr.  McCormick.  Yes,  sir.  „,  , 

Senator  Nunn.  And  that  is  what  we  are  running  into.  We  ve  got 
a  lot  of  laws  on  the  books  that  nobody  is  enforcing.  Who  is  going  to 
enforce  that?  Which  one  of  the  triad  is  going  to  enforce  that? 

Mr.  Ferguson.  In  my  written  statement  1  mention  a  program  in 
Florida.  We  have  a  certified  nursing  assistant  program  you  can  get 
anywhere  for  300  hours  or  less.  We  have  one  school  that  increased 
it  to  1,800  hours.  We  did  not  at  that  point  iii  time  have  the  ability 
to  do  anything  about  it  because  vrs  addressed  minimum  standards, 
but  my  goodness  gracious— where  does  accreditation  come  in? 
Where  do  they  play  a  role  in  terms  of  academic  excellence  and 
quality  of  education,  if  not  in  this  very  arena,  in  terms  of  the 
course«tretching?  _  , 

If  an  accrediting  agency,  in  my  humble  opinion,  is  doing  what  it 
is  they  purport  to  be  doing,  then  they  are  looking  at  that  program 
and  again,  looking  at  their  criteria,  if  that  program  is  not  what 
would  normally  be  offered,  they  have  testified  they  have  their  ex- 
perts go  out,  their  curriculum  experts— how,  then,  would  they 
allow  an  1,800-hour  program  to  exist  when  everybody  else  teaches 
300? 

Senator  Nunn.  I  would  agree  with  you  completely,  with  one  big 
exception.  That  is,  we  have  heard  testimony  from  the  accrediting 
agencies  this  morning  that  they've  got  1,200  schools  and  15  employ- 
ees. A  school  comes  m— we  have  seen  the  example  of  it  already— 
and  says  well,  we  are  not  only  going  to  teach  them  Italian  cooking 
now;  we  are  going  to  teach  them  French,  Chinese  and  16  other  dif- 
ferent types  of  culinary  cooking,  and  they  put  all  that  on  a  piece  of 
paper.  Somebody  is  looking  at  that  paper  back  in  the  accrediting 
agency,  and  nobody  is  going  out  there  and  looking— maybe  once 
every  4  or  5  years.  ,  ... 

So  there  are  a  lot  of  ideas  here,  but  what  I  am  not  hearing  is 
how  we  enforce  these  things.  ,  , 

Mr.  McCormick.  If  I  could  share  with  you  what  is  currently  hap- 
pening in  Texas,  the  licensing  agency  has  to  a  large  extent  stepped 
up  and  tried  to  take  that  responsibility,  and  they  are  in  the  process 
is  we  speak  of  drafting  rules  that  would  discourage  course-stretch- 
ing. And  the  bottom  line  is  that  almost  every  State  in  this  Union 
has  a  governing  body  that  oversees  colleges  and  universities,  and 
they  provide  both  minimum  and  maximum  levels  of  instruction  for 
bachelor's  degrees,  master's,  Ph.D.  And  if  educators  can  do  it  for 


ERLC 


137 


127 


those  types  of  programs,  I  see  no  reason  why  you  couldn't  have 
minimums  and  maximums  certified  by  industry  or  by  educators  or 
both,  for  plumbing  and  auto  mechanics  and  other  types  of  courses. 

Senator  Nunn.  I'm  not  disagreeing  with  the  idea.  The  only  thing 
I  am  asking  is  about  enforcement 

Mr.  Ha  worth.  If  I  might  add  something  here,  we  are  into  an- 
other arena,  actually,  and  that  has  to  do  with  the  matter  of  adop- 
tion of  standards. 

You  have  to  have  something  to  enforce.  I  have  used  the  word 
"accountability".  We  have  the  same  problems  with  bartending 
schools  and  security  guard  schools,  doing  the  very  thing  that  the 
others  are  talking  about.  Our  law  says  30  hours,  and  you  can  get  a 
card  and  carry  a  gun. 

There  has  been  very  little  done  by  anybody  in  several  areas.  We 
have  mentioned  that  there  has  been  little  or  nothing  done  about 
ability  to  benefit  testing.  There  isn't  any  agreement  on  testing,  and 
we  find  all  kinds  of  abuses  of  tests  that  are  being  used  that  are  not 
standardized.  They  are  not  being  properly  administered.  The  re- 
sults mean  nothing. 

We  find  that  kind  of  problem.  But  in  the  area  of  curriculum  and 
so  on,  we  also  have  a  great  deal  of  difficulty.  Our  new  rules  do 
speak  to  this  in  some  detail  But  those  parts  of  the  rules  where  we 
try  to  establish  some  simple  little  standards  such  as  that  there 
should  be  no  more  than  4  people  in  a  truck  at  a  time  when  truck 
driving  instruction  is  given  get  thrown  out. 

I  visited  a  school  in  Missouri  a  couple  years  ago  that  had  as 
many  as  seven  people  in  a  truck  when  those  trucks  were  going  out 
into  the  yards.  This  is  not  uncommon 

Senator  Nunn.  For  what— that  were  teaching? 

Mr.  Ha  worth.  Yes.  They  were  teaching.  You  had  an  instructor™ 
perhaps— and  six  students. 

Senator  Nunn.  Were  some  of  them  in  -  he  back,  or  all  of  them  in 
the  cab? 

Mr,  Haworth.  Well,  they  gut  out  the  inside  of  a  sleeper,  you  see, 
and  then  you  put  the  bodies  in  there,  and  literally— this  was  a  hot 
summer  day  when  I  was  there— and  literally,  arms  and  legs  were 
hanging  out  the  windows  as  they  drove  down  the  streets  of  Univer- 
sity qty,  MO. 

So  if  you  propose  a  common  sense  standard  and  say  that,  yes, 
there  should  be  some  observation  in  truck  driving  instruction,  that 
it  is  helpful  to  see  somebody  else  receiving  instruction  and  watch- 
ing  them  and  hearing  the  corrections  made  for  them,  that  not  all 
of  the  work  needs  to  be  done  behind  the  wheel,  then  we  thought 
that  for  safety's  sake  at  least,  we  ought  to  be  able  to  restrict  the 
number  in  the  truck  to  4.  But  we  can't  get  such  kinds  of  things 
through. 

Senator  Nunn.  It  seems  to  me  that  what  I  am  hearing,  and  what 
I  have  heard  in  previous  hearings,  and  what  I  have  gotten  into  in 
other  studies— for  instance,  the  German  system  and  the  Japanese 
system  of  teaching  skills  training—that  we  have  really  developed  a 
culture  where  we  treat  with  disdain  job  skills  training  as  opposed 
to  college  education.  I  mean,  it  just  seems  to  me  we  are  talking 
about  something  much  broader  than  the  student  loan  program.  We 
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are  talking  about  a  culture  of  not  having  respect  for  the  skills  that 
are  essential  to  run  this  society. 

I  think  that  probably  has  a  heck  of  a  lot  to  do  with  our  lack  of 
productivity  growth  and  some  of  our  economic  decline. 

The  other  countries  just  don't  treat  it  this  way.  They  treat  tech- 
nical training  as  ar  important,  part  of  their  overall  economy,  and 
they  treat  people  who  are  in  this,  not  going  to  college,  with  a  great 
deal  of  respect.  They  do  it  in  Germany,  it  is  part  of  their  culture. 
They  do  it  in  Japan,  and  they  are  very,  very  productive,  and  we 
are  heading  the  other  way  in  this  country. 

I  think  we  have  tapped  into  something  broader  than  the  student 
loan  program  here. 

Do  any  of  you  have  any  comment  on  that? 

Mr.  Ha  worth.  I  guess  I  could  make  a  personal  comment  on  that. 
I  have  studied  abroad,  and  my  field  is  European  history  and  com- 
parative government— don't  ask  me  how  I  got  into  this  business. 

If  I  might  take  just  one  minute  to  tell  one  story,  I  was  in  Gree- 
nock, Scotland,  outside  of  Glasgow,  visiting  the  oldest  shipyard  in 
Scotland.  This  was  25  years  ago.  A  young  man,  about  80-31  years 
old,  took  me  through  the  shipyard  to  show  me  what  they  were 
doing.  They  were  building  submarine  and  other  things  there  at 
the  time.  He  had  just  returned  from  the  United  States  after  2 
years  of  graduate  work  in  naval  architecture  at  MIT,  and  he  was 
the  chief  naval  architect. 

He  was  a  school  dropout  by  our  standards.  He  had  been  taken 
out  of  the  British  system  at  age  14;  placed,  along  with  six  or  seven 
other  students,  with  his  company,  preparing  himself  to  be  both  a 
technician  and  later  to  become  an  architect. 

He  took  me  into  a  room  that  they  had  for  visitors,  where  they 
had  models  of  ships  that  had  been  constructed  by  these  for-  ier  stu- 
dents. He  had  spent  6  or  7  years  of  his  life  part  of  his  time  working 
carefully  on  the  design  of  an  exact  model  of  a  merchant  ship;  each 
part  carefully  milled  so  that  it  would  work.  You  could  take  all  the 
little  pulleys  and  winches  and  things  and  turn  them. 

I  have  always  remembered  this  because  during  that  year  I  was  in 
the  United  Kingdom,  I  spoke  40  different  times  in  different  parts  of 
the  north  of  England  and  in  Scotland,  and  I  saw  other  examples 
not  quite  as  dramatic  as  the  one  I've  mentioned  where  a  great  deal 
of  emphasis  is  placed  on  the  workman  being  proud  to  be  a  trades- 
man. I  have  studied  in  Scandinavia  as  well;  you  see  vocational  edu- 
cation stressed  certainly  in  places  like  Sweden,  where  they  do  very 
careful  handwork  with  wood  in  many  of  their  secondary  schools. 
We  don't  see  much  of  that.  1  am  afraid  when  we  talk  about  disad- 
vantaged students,  especially  many  who  for  whatever  reason  will 
be  in  these  kinds  of  technical  jobs  where  this  kind  of  professional 
attitude  has  not  been  developed  and  for  which  such  an  attitude  is 
not  prevalent  in  our  society,  we  will  find  real  trouble  ahead  for  us 
in  the  1990s. 

Senator  Nunn.  I  think  you  are  right. 

Mr.  Ferguson? 

Mr.  Ferguson.  If  I  might,  yes,  I  agree  totally  with  you.  Here 
again— not  to  pick  on  accreditation— here  again  is  an  area  of  ex- 
pected outcomes  that  we  could  look  toward  accreditation.  Let's 
have  them  take  a  look  again  at  academic  excellence,  at  the  out- 
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comes  of  the  training,  and  let's  worry  about  some  other  method  by 
which  we  can  allow  the  schools  to  participate  in  Title  IV  funding; 
take  the  keys  away  from  accreditation  for  Title  IV  funding.  They 
still  have  a  responsibility. 

Senator  Nunn.  Should  we  make  accreditation  a  public  function 
rather  than  a  private  function? 

Mr.  Ferguson.  At  the  risk  of  getting  hit  in  the  back  of  the  head 
with  a  chair,  I  think  so — but  that's  a  personal  opinion. 

Senator  Nunn,  Mr.  McCormick? 

Mr.  McCormick.  I  would  recommend  that  you  establish  mini- 
mum Federal  standards  that  schools  have  to  meet  to  be  eligible  to 
receive  Federal  funds.  I  would  recommend  that  we  take  a  look  at 
what,  as  a  matter  of  Federal  policy,  we  are  willing  to  subsidize. 
And  I  just  cannot  believe  in  these  times  of  budget  deficits  and  at  a 
time  when  you  are  having  so  much  difficulty  arriving  at  a  reasona- 
ble Federal  budget,  that  we  are  literally  subsidizing  card  dealing 
schools  and  dog  grooming  schools  in  this  program,  and  why  you 
can't  draw  the  line  somewhere  and  say  beyond  this  point  there  is 
no  Federal  subsidy;  you  can  have  dog  grooming  schools  if  you  want 
to,  but  we  are  not  going  to  federally  subsidize  them.  It  is  just  not  in 
the  best  interest  of  the  country. 

I  think  you  ought  to  look  at  that  as  well. 

Senator  Nunn.  Senator  Roth? 

Senator  Roth.  I  think  you  make  a  very  interesting  point,  Mr. 
McCormick. 

One  of  my  concerns  is  that  I  think  much  of  the  fault  lies  right 
here  in  Congress.  For  the  best  of  intentions  we  seek  to  do  certain 
things,  but  we  don't  look  at  the  consequences.  And  it  seems  to  me 
that  is  what  happened  when  we  extended  student  loans  to  various 
types  of  training;  we  did  not  seem  to  understand  that  there  were 
inadequate  facilities  to  ensure  that  those  programs  were  going  to 
work. 

To  me  it  is  shocking  that  at  least  two  of  vou  gentlemen  say  that 
the  accreditation  system  has  more  problems  with  accredited 
schools  than  with  unaccredited.  What  this  shows  is  that  our  pro- 
gram, which  had  the  best  of  intentions,  has  allowed  room,  in  cer- 
tain circumstances,  for  money-making  machines.  That  bothers  me, 
Mr.  Chairman.  Time  and  a^ain,  we  see  that  Congress  enacts  a  pro- 
gram, which  is  highly  motivated  but  enables  the  unscrupulous  to 
devise  a  means  to  get  a  path  straight  into  the  Treasury. 

When  we  started  this  program,  we  did  not  have  any  serious  prob- 
lems with  accreditation.  We  had  the  "mom  and  pop"  type  trade 
schools  which  worked  all  right.  But  when  unscrupulous  operators 
tried  to  get  their  hands  into  the  UJS.  Treasury  we  got  into  real  dif- 
ficulty. 

I  do  not  want  to  see  public  accreditation  of  our  colleges  and 
schools;  I  think  that  is  basically  a  matter  for  local  control.  At  the 
same  time,  training  in  various  trades  is  a  different  matter. 

Let  me  ask  you  gentlemen  this  question.  We  have  various  other 
urograms  of  training.  I  think  one  of  you  even  mentioned  them. 
You've  got  the  veterans,  you've  also  got  the  JTPA.  Do  we  have  the 
same  problems  in  those  programs? 

Mr.  Ferguson.  In  Florida,  we  have  taken  over  licensure  of  JTPA 
problems;  yes,  sir,  we  do.  One  of  the  things  we  found  down  there  is 
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that  someone  can  come  into  a  local  PIC,  Private  Industry  Council, 
bid  on  the  training— he  was  talking  about  truck  driving.  We  had 
one  bid  on  training  truck  drivers;  they  got  the  bid  and  had  to  go 
borrow  a  truck.  So,  yes,  sir,  we  have  the  same  problem  with  the 

But  back  to  the  Veterans  Administration,  I  worked  with  State 
approval  before  I  got  into  licensure.  The  Veterans  Administration 
does  exactly  what  Mr.  McCormick  is  saying.  They  make  funds 
available  for  specific  programs.  They  have  guidelines.  Accreditation 
is  really  not  the  key  factor  for  the  Veterans  Administration,  or  it 
wasn  t  back  then,  and  they  say  "We  will  pay  for  specific  things  to 


occur" 


As  part  of  my  testimony,  I  wrote  a  letter  to  the  IG,  Jim  Thomas, 
asking  that  he  consider  looking  at  our  licensing  agency  to  do  exact- 
ly what  you  are  talking  about — give  us  somebody— I'll  house  them; 
put  them  down  there,  and  let  them  help  me  look  at  these  pro- 
grams. 

I  think  there  is  a  way  to  do  it.  I  think  there  is  a  way  to  do  it. 
Senator  Nunn.  You  are  saying  the  VA  is  much  better  than  the 
Student  Loan  Program  in  the  way  they  administer? 
Mr.  Ferguson.  Oh,  absolutely. 

Senator  Nunn.  Mr.  McCormick,  do  you  agree  with  that,  or  you 
don't  get  into  that,  I  guess,  that  much. 

Mr.  McCormick.  Well,  I'm  not  familiar  with  the  way  the  Veter- 
ans Administration  actually  certifies  the  school  eligible  other  than 
the  work  that  I  have  done  with  your  Committee  staff  on  that.  But 
it  appears  that  they  eliminate  a  real  sticky  problem  of  accredita- 
tion by  simply  saying  in  order  for  a  school  to  receive  Veterans  Af- 
fairs funds,  certain  standards  have  to  be  met.  Now,  how  they  devel- 
op those  standards,  I  am  not  familiar  with  

Senator  Nunn.  But  they  assume  responsibility  for  their  own  pro- 
gram, in  effect. 

Mr.  McCormick.  That's  right. 

Senator  Nunn.  And  they  have  a  quality  standard. 

Mr.  McCormick.  And  I  think  the  Department  of  Education  could 
go  a  lot  further  in  assuming  responsibility  for  the  Title  IV  pro- 
grams. 

Senator  Nunn.  Mr.  Haworth? 

Mr.  Haworth.  We  should  observe  one  thing  about  the  Veterans 
Administration  program,  though,  and  that  is— and  I  went  to  school 
on  the  GI  Bill  when  there  were  lots  of  us— there  aren't  that  many 
veterans  out  there  anymore.  So  the  total  number  of  people  who 
have  to  be  watched  over  by  the  V.A.  is  quite  limited.  So  the  scale  of 
the  problem  is  very  different.  That  should  be  kept  in  mind. 

Senator  Roth.  Well,  the  hour  is  late,  Mr.  Chairman.  I  want  to 
express  my  appreciation  to  these  three  gentlemen.  I  think  their 
testimony  has  been  especially  helpful. 

Senator  Nunn.  I  agree  with  that.  It  has  been  very  helpful,  and 
we  hope  you  will  continue  to  give  us  your  suggestions.  It  is  a  long 
road  ahead  on  this  one.  We've  got  a  lot  more  investigating  to  do 
and  a  lot  of  recommendations  to  make  as  we  go  along.  But  we 
would  appreciate  your  keeping  us  informed  of  your  views. 

Mr.  McCormick,  thank  you  very  much,  Mr.  Ferguson,  Mr. 
Haworth,  thank  you. 

[Whereupon,  at  12:45  p.m.,  the  Subcommittee  was  adjourned.] 
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PROGRAMS 


FRIDAY,  OCTOBER  5,  1990 

U.S.  Senate, 
Permanent  Subcommittee  on  Investigations, 

Committee  on  Governmental  Affairs, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  notice,  at  9:03  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon,  Sam  Nunn  (Chair- 
man of  the  Subcommittee)  presiding. 

Present:  Senators  Nunn  and  Roth. 

Staff  present:  Eleanore  J.  Hill,  Chief  Counsel;  John  F.  Sopko, 
Deputy  Chief  Counsel;  Mary  D.  Robertson,  Chief  Clerk;  R.  Mark 
Webster,  Investigator;  Cynthia  Comstock,  Staff  Assistant;  Mariea 
Sweeney,  Staff  Assistant;  Daniel  F.  Rinzel,  Minority  Chief  Counsel; 
Carla  Martin,  Minority  Assistant  Chief  Clerk;  Blaine  Phillips,  Mi- 
nority Staff  Assistant,  and  Ellice  Halpren-Barnes  (Senator  Stevens 
staff). 

[Letter  of  authority  follows:] 

Pursuant  to  Rule  5  of  the  Rules  of  Procedure  of  the  Senate  Permanent  Subcom- 
mittee on  Investigations  of  the  Committee  on  Governmental  Affairs,  permission  is 
hereby  granted  for  the  Chairman,  or  any  Member  of  the  Subcommittee  as  designat- 
ed by  the  Chairman,  to  conduct  open  and/or  executive  session  hearings  without  a 
quorum  of  two  members  for  the  administration  of  oaths  and  the  taking  of  testimony 
in  connection  with  hearings  on  Abuses  in  Federal  Student  Aid  Programs  to  be  held 
on  October  5th  and  10tht  1990. 

Sam  Nunn,  Chairman, 
William  V.  Roth,  Jr., 
Ranking  Minority  Member. 

OPENING  STATEMENT  OF  SENATOR  NUNN 

Senator  Nunn.  The  Subcommittee  will  come  to  order. 

This  morning  the  Subcommittee  continues  its  hearing  on  fraud 
and  abuse  in  Federal  student  loan  programs.  Specifically,  we 
return  today  to  our  examination  of  the  effectiveness  of  state  licens- 
ing authorities,  private  accrediting  agencies,  and  the  U.S.  Depart- 
ment of  Education  in  assuring  that  qualified  schools  participate  in 
the  Title  IV  student  aid  programs. 

On  September  12th  and  13th,  the  Subcommittee  heard  evidence 
that  suggested  that  these  regulators,  commonly  referred  to  as  the 
triad,  did  a  very  poor  job  of  assuring  quality  education  to  the  tens 
of  thousands  of  students  who  annually  participate  in  this  program. 
The  hearing  record  is,  unfortunately,  replete  with  evidence  of  inac- 
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tion  and  ineptitude  on  the  part  of  the  Department  of  Education 
and  the  other  components  of  the  triad. 

In  analyzing  these  problems,  the  Subcommittee  reviewed  m  the 
September  13th  hearing  a  case  study  of  the  Culinary  School  of 
Washington.  This  school  operated  for  approximately  10  years 
before  declaring  bankruptcy  in  January  1990.  Testimony  showed 
that  the  school  had  a  history  of  serious  problems  concerning  the 
quality  of  its  educational  program  as  well  as  its  management  of  the 
Federal  student  loan  program. 

Despite  these  problems,  the  school's  eligibility  for  millions  of  dol- 
lars of  Federal  guaranteed  student  loans  continued  until  the  day 
the  school  closed  its  doors.  , 

In  order  to  obtain  their  perspective  on  this  situation  as  well  as  to 
offer  them  an  opportunity  to  publicly  respond  to  the  numerous  al- 
legations that  have  been  made  against  their  management  of  the 
school,  the  Subcommittee  had  originally  scheduled  the  owners  of 
the  school,  Barkev  and  Mary  Ann  Kibarian,  to  testify  on  Septem- 
ber 13th.  Unfortunately,  within  24  hours  of  being  subpoenaed,  both 
witnesses  asked  for  continuances  of  their  appearances.  Mr.  Kibar- 
ian alleged  that  he  had  experienced  a  sudden  recurrence  of  stroke- 
like symptoms,  and  Mrs.  Kibarian  apparently  had  to  take  her 
mother  to  the  hospital  for  surgery. 

The  Subcommittee  granted  their  requests  and  rescheduled  their 
testimony  for  today.  This  morning,  we  expect  to  hear  from  the  Ki- 
barians  after  a  brief  statement  by  our  staff  concerning  f  new  infor- 
mation which  may  have  some  bearing  on  the  Kibarians'  testimony 
today. 

Our  first  witnesses  this  morning  are  Deputy  Chief  Counsel  John 
Sopko  and  Staff  Investigator  Mark  Webster,  who  will  present  addi- 
tional information  concerning  the  Culinary  School  of  Washington. 

I  will  ask  you  both  to  take  the  oath.  We  give  the  oath  to  all  the 
witnesses  before  this  Subcommittee.  Do  each  of  you  swear  the  testi- 
mony you  will  give  before  the  Subcommittee  will  be  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  so  help  you,  God? 

Mr.  Sopko,  I  do. 

Mr*  ^Vebster.  I  do. 

Senator  Nunn.  Mr.  Webster,  would  you  like  to  lead  off? 

TESTIMONY  OF  R.  MARK  WEBSTER,  INVESTIGATOR,  PERMANENT 
SUBCOMMITTEE  ON  INVESTIGATIONS,1  AND  JOHN  F.  SOPKO, 
DEPUTY  CHIEF  COUNSEL 

Mr.  Webster.  Thank  you,  Mr.  Chairman.  Good  morning,  Mr. 
Chairman  and  members  of  the  Subcommittee. 

As  you  will  recall  from  last  month's  testimony,  the  staff  present- 
ed a  case  study  on  the  Culinary  School  of  Washington  and  its 
owners,  Barkev  and  Mary  Ann  Kibarian.  This  analysis  revealed 
that  the  triad  of  State  licensing,  accreditation  and  ultimately  the 
Department  of  Education,  fell  short  of  effectively  and  promptly 
overseeing  the  activities  of  the  Culinary  School.  This  allowed  the 
Kibarians  to  take  advantage  of  Title  IV  programs  for  8  years, 
during  which  the  Department's  Inspector  General  repeatedly  iden- 


'  See  p.  487  for  the  staff  statement. 
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tified  patterns  of  misrepresentations  to  Government  agencies  and 
noncompliance  with  program  requirements  by  the  school 

Subsequent  to  the  last  hearing,  the  staff  has  uncovered  addition- 
al information  that  may  be  of  relevance  to  the  Subcommittee's 
review  of  the  Culinary  School  of  Washington  as  well  as  to  Mr.  Ki- 
barian's  appearance  here  this  morning, 

Since  the  last  hearing,  the  former  Culinary  School  comptroller, 
Hamid  Tabatabai,  has  provided  a  statement  to  the  Subcommittee 
staff  concerning  the  school's  payment  of  student  loan  refunds.  In 
an  apparent  effort  by  the  school  to  delay  and  conceal  refunds, 
checks  were  backdated,  stop-payment  orders  were  made,  and  inac- 
curate records  were  prepared. 

.Mr.  Tabatabai  told  the  staff  that  in  early  1988,  he  was  instructed 
by  Mr.  Kibarian  to  ensure  that  all  the  refund  checks  were  pre- 
pared within  the  30-day  time  limit,  even  if  he  did  not  receive  the 
list  of  dropouts  until  after  the  30  days.  In  order  to  do  this,  he  was 
instructed  to  backdate  the  refund  checks  so  the  payments  appeared 
to  have  been  made  within  the  80  days. 

In  November  1989*  Mr.  Kibarian  asked  him  to  provide  him  with 
a  list  of  the  reftmd  checks  which  had  not  cleared  the  bank  so  a 
stop-payment  could  be  placed  on  them,  as  the  money  was  needed 
for  other  purposes— apparently  to  pay  for  the  legal  fees  of  Mr.  Ki- 
barian's  attorney. 

Mr.  Tabatabai  quit  at  this  time,  out  of  disgust  with  Mr.  Kibar- 
ian 's  actions. 

As  you  indicated,  Mr.  Chairman,  Mr.  Kibarian  was  excused  from 
testifying  on  September  13th  because  of  alleged  medical  problems. 
Mr.  Kibarian's  physician  recommended  he  avoid  stressful  situa- 
tions such  as  testifying  before  this  Subcommittee. 

To  recap  the  facts  as  we  know  them  concerning  Mr.  Kibarian  f& 
health,  we  have  learned  that  on  May  15th,  Mr.  Kibarian  was  exam- 
ined by  his  personal  physician  because  of  a  weakness  to  his  face. 
He  was  subsequently  examined  by  a  neurologist  who  agreed  that 
Mr.  Kibarian  probably  had  suffered  a  small  stroke. 

On  May  17th,  Mr.  Kibarian  was  again  examined  by  his  physi- 
cian, who  could  not  detect  any  further  symptoms  and  noted  great 
improvement  in  his  condition. 

The  staff  previously  reported  that  during  the  summer  of  1990, 
Mr.  Kibarian  commenced  a  nationwide  mass  mailing,  proposing  to 
establish  a  new  culinary  school.  The  staff  has  now  discovered  that 
the  University  of  Bridgeport  in  Connecticut  seriously  responded  to 
this  offer. 

The  staff  interviewed  the  provost  and  vice  president  of  the  Uni- 
versity of  Bridgeport,  Dr.  Edwin  Eigel,  who  said  he  met  Mr.  Kibar- 
ian on  May  27,  1990,  when  Mr.  Kibarian  visited  the  university 
campus  to  discuss  his  offer  to  create  a  chefs  pro*rram  at  the  uni- 
versity. This  was  10  days  after  his  visit  with  his  pnysician  and  less 
than  2  weeks  after  his  alleged  "stroke-like"  symptoms. 

Dr.  Eigel  was  surprised  when  the  staff  informed  him  that  the 
Culinary  School  of  Washington  was  bankrupt.  He  said  that  Mr.  Ki- 
barian did  not  inform  him  that  the  Culinary  School  had  lost  its  ii* 
cense  to  operate,  lost  their  accreditation,  and  lost  their  eligibility 
for  Title  IV  ftmding. 
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In  a  May  30  letter  to  Dr.  Eigel,  Mr.  Kibarian  proposed  a  meeting 
on  June  1, 1990  to  finalize  an  initial  agreement  to  initiate  "the  pro- 
gram" on  June  4, 1990.  He  asked  for  office  space  at  the  university, 
to  begin  his  work  on  June  1.  Mr,  Kibarian  included  a  signature 
line  for  Dr.  Eigel,  which  indicated  the  agreement  would  be  dated 
sometime  in  May  of  1990. 

Dr.  Eigel  confirmed  that  he  met  with  both  Mr.  and  Mrs.  Kibar- 
ian on  June  1st,  and  that  they  remained  at  the  university  through- 
out the  following  week,  discussing  their  proposal  to  set  up  a  chefs 
program  at  the  university. 

In  a  June  18th  letter,  Mr.  Kibarian  states  that  he  has  the  names 
of  300  prospective  students  here  in  Washington.  If  Mr.  Kibarian 
did  recruit  prospective  students  to  attend  the  University  of  Bridge- 
port, he  may  have  done  so  illegally. 

Dr.  Eigel  said  that  he  warned  Mr.  Kibarian  that  he  could  not  re- 
cruit any  students  or  send  out  any  advertisements  until  he  was  li- 
censed to  do  so  by  the  State  of  Connecticut. 

On  September  6f  1990,  Mr.  and  Mrs.  Kibarian  were  each  served  a 
subpoena  to  testify  before  this  Subcommittee  on  September  13th. 
Within  24  hours,  Mr.  Kibarian  reported  that  the  stroke-like  symp- 
toms had  recurred.  His  physician  could  not  demonstrate  any  objec- 
tive findings. 

In  spite  of  his  physician's  recommendation  to  rest  for  several 
weeks,  Mr.  Kibarian  sent  the  University  of  Bridgeport  another  pro- 
posal  on  September  18,  including  that  the  school  provide  living  ar- 
rangements for  Mr.  and  Mrs.  Kibarian  to  initiate  the  program  and 
begin  to  recruit  students  and  faculty.  In  that  letter,  Mr.  Kibarian 
proposed  to  start  work  on  October  1st.  He  also  agreed  to  travel  to 
Bridgeport  to  finalize  the  contract  and  scheduled  a  meeting  with 
university  officials  on  September  21st,  just  8  days  after  he  had 
been  originally  scheduled  to  testify  before  this  Subcommittee,  but 
could  not,  due  to  his  desire  to  avoid  stress. 

On  September  19th,  the  day  after  Mr.  Kibarian  sent  this  propos- 
al, his  attorney  wrote  to  the  Subcommittee,  reiterating  Mr.  Kibar- 
ian's  doctor's  request  that  in  light  of  his  medical  condition,  "for  the 
immediate  future,  Mr.  Kibarian  should  not  be  placed  in  any  stress- 
ful situation/' 

In  sum,  since  our  last  hearing  on  the  Culinary  School,  the  staff 
has  developed  further  information  concerning  potentially  fraudu- 
lent acts  by  the  Kibarians,  both  while  with  the  Culinary  School 
and  since  its  recent  demise. 

Through  statements  of  the  former  comptroller,  the  staff  has  con- 
firmed that  Mr.  Kibarian  repeatedly  manipulated  the  refund 
checks  that  the  school  was  required  by  both  HEAF  and  the  Depart- 
ment of  Education  to  make  to  students  who  had  withdrawn  from 
the  school.  Mr.  Kibarians  actions  became  so  egregious  that  the 
comptroller  finally  resigned  in  disgust. 

Since  the  school's  demise,  both  Mr.  and  Mrs.  Kibarian  have  at- 
tempted to  reestablish  the  culinary  school,  apparently  without  ad- 
vising the  University  of  Bridgeport  or  other  individuals  of  the  true 
nature  of  the  operations  of  the  Culinary  School  of  Washington. 
Their  activities  both  predate  the  last  hearing  and  continued  up  to 
Friday,  September  21st,  1990,  a  period  during  which  Mr.  Kibarian's 
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health  allegedly  could  not  withstand  the  stress  of  testifying  before 
this  Subcommittee. 

Mr.  Chairman,  that  concludes  our  statement.  We  would  be  happy 
to  answer  any  questions  you  may  have. 

Senator  Nunn.  Mr.  Sopko,  do  you  have  anything  to  add  before 
we  go  to  questions? 

Mr.  Sopko.  Nothing  other  than  we  would  like  to  offer  at  this 
tune  certain  records  referred  to  in  Mr.  Webster's  statement,  includ- 
ing tfie  affidavit  of  the  comptroller,  Hamid  Tabatabai  [See  Exhibit 
No.  67.J,  as  well  as  certain  letters  and  correspondence  that  the  Uni- 
versity of  Bridgeport  has  supplied  to  this  staff  during  the  course  of 
their  investigation.  [See  Exhibit  Nos.  81-84.] 

Senator  Nunn.  Without  objection,  they  will  be  made  a  part  of 
'he  record. 

Senator  Roth,  do  you  have  any  comments  at  this  time? 

Senator  Roth.  No,  I  do  not,  Mr.  Chairman. 

Senator  Nunn.  Let  me  just  ask  a  few  questions  here.  It  appeared 
at  least  for  at  time,  as  I  understand  your  testimony,  Mr.  Webster, 
that  the  University  of  Bridgeport  in  Connecticut  was  interested  in 
Mr.  Kibanan's  offer;  is  that  right? 

Mr.  Webster.  Yes,  sir. 

Senator  Nunn.  Did  Mr.  Kibarian  ever  tell  the  university  officials 
about  the  bankruptcy  of  the  Culinary  School  or  about  the  financial 
difficulties? 

Mr.  Webster.  No,  he  did  not.  When  I  talked  to  Dr.  Eigel,  he  was 
unaware  of  the  problems  

Senator  Nunn.  Dr.  Eigel  is  the  president  of  the  school? 

He  is  the  vice  president  and  provost.  When  I  spoke 
with  Dr.  Eigel,  he  was  unaware  of  any  of  the  problems  with  the 

CT^^C^001  When  1  told  him  of  the  substance  of  our  Septem- 
ber 13th  hearing,  and  that  the  Culinary  School  was  in  bankruptcy, 
had  lost  its  licenses  and  eligibility  for  Title  IV  funding,  Dr.  Eigel 
dosed0         *  surprised;  he  didn  1  even  know  the  school  had  been 

Senator  Nunn.  What  kind  of  contract  were  they  discussing,  as 
best  you  know  of?  What  was  Mr.  Kibarian  going  to  get  from  the 
contract? 

Mr.  Webster.  Mr.  Kibarian  sent  a  prospectus  of  projected  income 
and  profit  to  the  university,  attached  to  his  May  30,  1990  letter.  He 
proposed  three  classes  every  4  months,  or  nine  classes  per  year. 
This,  according  to  Mr.  Kibarian's  calculations,  would  generate 
gross  revenues  of  $1,890,000  and  a  net  profit  of  $1,049,000,  of  which 
Mr.  Kibarian  would  receive  42  percent,  or  $443,950. 

Senator  Nunn.  How  much  of  that  would  have  been  Federal 
money  through  student  loans? 

Mr.  Webster.  I  don't  know  how  much  of  that  he  proposed  to  get 
trom  student  loans. 

Mr.  Sopko.  He  does  not  indicate,  Senator,  how  much  is  student 
loans,  but  m  his  correspondence  he  says  that  they  will  be  applying 
for  student  loans.  But  he  doe,*  not  break  that  out. 

Senator  Nunn.  Would  most  of  it,  in  your  judgment,  be  coming 
from  student  loans?  a 
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Mr  Webster.  In  light  of  his  past  operations  with  the  Culinary 
School,  yes,  sir,  quite  a  bit  of  it  probably  would  have  come  from 
applying  for  student  loans.  .  ~.  - 

Senator  Nunn.  He  was  projecting  that  there  be  a  net  profit  of 
about  50  percent  of  gross,  right? 

Mr.  Webster.  I  believe  that's  right,  Senator,  yes. 

Senator  Nunn.  And  he  was  going  to  receive,  according  to  this, 
somewhere  around  25  percent  of  gross  himself,  net? 

Mr.  Webster.  Net,  yes.    „ 

Senator  Nunn.  What  was  going  to  happen  to  the  rest  of  the  net.' 

Mr.  Webster.  Apparently,  it  would  pay  for  expenses,  and  the 
rest  would  go  to  the  University  of  Bridgeport.  Exactly  where  that 
would  have  gone,  I  don't  know. 

Senator  Nunn.  Have  you  got  a  copy  of  the  contract,  or  just  the 
letter? 

Mr.  Webster.  We  have  a  copy  of  the  contract  proposal  he  sent  to 
the  university.  [See  Exhibit  No.  81.]  . 

Senator  Nunn.  Has  that  been  put  in  the  record/ 

Mr.  Sopko.  That  was  put  in  the  record  with  the  otter  documents. 
And  Senator,  he  has  attached  a  table— it  is  called  Table  5  in  the 
record— which  breaks  out  the  money  he  would  make  as  well  as  the 
money  University  of  Bridgeport  would  make  for  the  next  6  years. 

Could  I  also  add,  Senator,  that  he  also  discusses  another  money- 
making  scheme  that  utilizes  students  to  sell  pizzas,  munchies  and 
fast  food  products  from  carts  around  the  university  with  the  inten- 
tion to  branch  out  into  other  businesses  and  other  operations,  lhis 
raised  some  question  to  the  staff  because  this  sounds  a  lot  like  the 
situation  that  arose  when  he  was  utilizing  students,  who  were 

Paying  tuition,  as  employees  at  the  Blue  Plains  Sewage  Treatment 
lant.  The  Kibarians,  it  appeared,  were  being  paid  the  salary  for 
those  students,  but  the  students  were  in  essence  paying  the  Kibar- 
ians to  work  at  the  sewage  treatment  plant.  At  that  time  they  were 
basically  iust  serving  lunches  and  whatever  to  the  sewage  treat- 
ment workers.  ,  ,  _„ 
Senator  Nunn.  So  you  signed  up  to  go  to  school  and  learn  a  pro- 
fession or  a  skill  or  a  trade,  and  you  end  up  working  at  the  sewage 
treatment  plant,  and  the  money  that  would  have  been  paid  to  you 
went  to  the  school?  _  A 
Mr.  Sopko.  That  is  the  allegation  that  we  heard,  Senator.  A 
former  staffer  at  the  school  referred  to  this  as  nothing  more  than 

There  is  no  sewage  treatment  plant  mentioned  in  the  University 
of  Bridgeport  scheme  let  me  just  add.  There  is  mention  of  them 
selling  from  carts,  et  cetera,  around  the  university,  and  I  think  he 
makes  a  reference  to  a  couple  of  other  cities  up  there,  if  I  m  not 
mistaken.  ,  .  . 

Senator  Nunn.  What  kind  of  risk  in  that  proposal  we  are  talking 
about  with  the  University  of  Bridgeport  was  Mr.  Kibanan  assum- 

inflr.  Webster.  From  what  we  could  see  in  the  paper  work  that  he 
submitted  to  the  university,  there  was  no  risk  to  Mr.  Kibanan. 
There  wasn't  any  indication  he  was  investing  any  of  his  own 
money.  In  his  proposal,  the  cost  of  each  culinary  class  was  over 
$40,000,  of  which  the  entire  cost  was  borne  by  the  school.  The  sala- 
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ries  of  the  culinary  members  are  deducted  from  payments  owed  by 
the  university  to  the  culinary  school. 

Additionally,  the  university  would  provide  room  and  board,  office 
space,  telephones,  copying  services,  postage  and  $3,000  compensa- 
tion bimonthly,  but  no  more  than  $12,000  a  month,  over  a  2-month 
period,  to  the  Kibarians. 

Senator  Nunn.  Were  the  Culinary  School's  advertising  or  re- 
cruiting practices  ever  questioned  as  to  whether  they  were  licensed 
to  operate? 

Mr.  Webster.  We  have  information  from  at  least  three  States 
conwrning  their  advertising  practices.  In  an  October  19, 1988  letter 
u  R£3f .  5ne"' tne  executive  vice  president  of  the  Culinary  School, 
the  Ohio  State  Board  of  School  and  College  Registration  wrote:  "It 
has  come  to  our  attention  that  you  have  initiated  recruitment  ac- 
tivities in  violation  of  section  3332  of  the  Ohio  Revised  Code,  and 
since  you  are  well  aware  that  registration  is  required  in  order  to 
engage  in  recruitment  activities,  I  can  only  assume  these  actions 
were  done  purposely  and  wiTfulIy." 

Ai.°^,SePJteiSber  18»  1989>  Sam  Ferguson,  the  executive  director  of 
the  Florida  State  Board  of  Independent  Post-secondary  Vocational, 
Technical,  Trade  and  Business  Schools,  wrote  a  letter  to  Mrs.  Ki- 
barian. The  letter  asked  Mrs.  Kibarian  to  cease  all  advertising  as  a 
school  immediately  and  cease  the  solicitation  and  enrollment  of 
any  students  for  purposes  of  training  in  the  school  for  vocational 
purposes. 

The  State  of  Virginia  also  told  us  in  1989,  the  Culinary  School 
was  advertising  and  actually  operating  a  class  without  approval  in 
Kichmond. 

Senator  Nunn.  Senator  Roth? 
Senator  Roth.  I  have  no  questions,  Mr.  Chairman. 
Senator  Nunn.  I  thank  both  of  you  for  being  here.  We  appreciate 
your  good  work. 

Our  other  witnesses  today  will  be  the  owners  of  the  Culinary 
School  of  Washington  Mr.  Barkev  Kibarian  and  Mrs.  Mary  Ann 
Kibarian  Mr.  and  Mrs.  Kibarian  are  with  us  today  to  discuss  the 
history  of  their  culinary  school  from  its  beginning  in  1978  until  the 
school  closed  its  doors  in  1990. 

If  the  Kibarians  could  come  forward,  please. 

Mr.  Matthews,  you  are  the  attorney  representing  Mr  Kibarian? 

Mr.  Matthews.  Yes,  I  am,  Senator. 

Senator  Nunn.  And  you  will  not  be  a  witness  as  such;  you  will 
be  here  for  representation. 
Mr.  Matthews.  That  is  correct,  Senator. 
Senator  Nunn.  Okay. 

I  will  ask  the  Kibarians,  if  you  would,  before  you  have  a  seat— 
we  swear  in  all  the  witnesses  before  the  Subcommittee,  so  if  you 
will] hold  up  your  right  hand  and  take  the  oath. 

Ifc  you  swear  the  testimony  you  give  before  this  Subcommittee 
will  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you,  God.  * 

Mr.  Kibarian.  I  do. 

Mrs.  Kibarian.  I  do. 

Mr.  Matthews.  Senator,  before  we  begin,  I  would  like  to  reiter- 
ate my  request  of  September  19th  [See  Exhibit  No.  90.] 
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Senator  Nunn.  Could  you  pull  that  microphone  up,  please,  Mr. 
Matthews,  and  if  you  would,  give  us  your  name  and  your  nrmand 
where  you  practice  law,  and  then  I'll  ask  Mr.  Kibanan  if  Mr.  Mat- 
thews is  your  attorney— is  that  correct? 

Mr.  Kibarian.  Yes.  _ .     ....    .  „ 

Senator  Nunn.  And  he  is  also  representing  you,  Mrs.  Kibanan.' 

Mrs.  Kibarian.  Yes,  sir. 

Senator  Nunn.  Okay,  thank  you.  .    .  c 

Mr.  Matthews.  I  am  Stephen  Matthews.  I  am  from  the  law  firm 
of  Schwalb,  Donnenfeld,  Bray  &  Silbert  in  Washington,  D  C.  I  rep- 
resent Dr.  and  Mrs.  Kibarian  and  the  Culinary  School  of  Washing- 
ton 

On  September  19,  I  wrote  a  letter  to  Chairman  Nunn  and  the 
members  of  the  Sut*^~'nittee,  requesting  that  the  testimony  of  Dr 
Kibarian  and  Mrs.  Kibarian  be  held  in  executive  session  in  light  of 
Di .  Kibarian's  medical  condition.  [See  Exhibit  No.  90.1 

The  staff  in  making  its  statement  conveniently  neglected  to  men- 
tion a  review  by  a  second  physician  just  last  week,  Dr.  Edelson, 
who  is  Dr.  Kibarian's  neurologist.  He  took  MRI  scans  of  the  doctor 
in  May  and  again  in  September.  In  his  letter.  Dr.  Edelson  said 
there  is  evidence  of  a  second  stroke,  and  that  Mr.  Kibanan  should 
avoid  stressful  situations  for  the  immediate  future.  [See  Exhibit 
No.  91.]  That  letter  was  given  to  the  Chairman  and  the  Subcommit- 
tee on  Tuesday  of  this  week,  and  I  respectfully  request  that  today  s 
session  be  held  in  executive  session  to  minimize  the  stress  to  Dr. 
Kibarian  in  light  of  this  medical  condition. 

Senator  Nunn.  Mr.  Matthews,  is  there  anything  of  a  classified 
nature  that  is  going  to  be  discussed  in  the  executive  session  that 
you  know  of? 

IVIr  lVf  ATTHK\ys»  No  sir. 

Senator  Nunn.  So'  your  sole  purpose  for  an  executive  session 
would  be  to  avoid  stress?  .  , 

Mr.  Matthews.  To  avoid  stress  and  to  avoid  harassment  ot  the 
witness.  I  have  already  informed  the  Subcommittee  that  both  of 
my  clients  may  well  assert  their  constitutional  rights  to  not  testify, 
and  in  order  to  avoid  embarrassment  and  harassment,  I  believe  it 
would  be  preferable  for  that  to  take  place  in  executive  session. 

Senator  Nunn.  Weil,  our  Subcommittee  does  not  harass  wit- 
nesses. We  may  ask  some  questions  that  are  tough  enough  where 
they  think  it  is  harassment,  but  it  is  not  intentional. 

Mr.  Matthews,  I  have  here  a  letter  from  I  believe  the  doctor  you 
referred  to  who  wrote  the  letter  of  September  28th  that  I  have 
here— and  you  are  correct,  this  letter  was  written,  and  it  says:  To 
Whom  It  May  Concern,  Regarding  Dr.  Barkev  Kibarian  (DOB  11- 
29-27).  Dr.  Barkev  Kibarian  is  under  my  medical  care  and  was  seen 
by  me  on  September  26, 1990.  He  has  had  a  recent  stroke  which  is 
documented  by  a  magnetic  resonance  imaging  scan.  This  is  a  lacu- 
nar infarct  which  is  associated  with  hypertension  and  stress.  I  have 
told  Dr.  Kibarian  that  it  would  be  to  his  medical  detnment  should 
he  put  himself  under  the  stress  of  the  forthcoming  hearings.  This  is 
a  fresh  stroke  and  he  should  not  put  himself  under  any  undue 
stress  at  least  for  a  month.  Sincerely,  Richard  N.  Edelson,  M.Lh 
[See  Exhibit  No.  91-3 

Is  that  the  letter  you  are  referring  to? 
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Mr.  Matthews.  Yes,  it  is,  Senator. 

Senator  Nunn.  If  I  could  ask  the  clerk  to  send  a  copy  of  a  subse- 
quent letter  from  Dr.  Edelson  that  we  have  received,  dated  October 
the  4th.  [See  Exhibit  No.  92.]  Let  me  show  it  to  Mr.  Matthews,  and 
then  I  will  read  it  to  him. 

It  is  a  letter  dated  October  the  4th  from  the  same  doctor,  Neurol- 
ogy tenter,  addressed  to  me  as  Chairman  of  the  Permanent  Sub- 
committee on  Investigations,  regarding  Dr.  Barkev  Kibarian.  It 
states: 

J£t!LJiF4Zm^u  ^"n*  IetteS  f  c!*rify  noU<  o{  September  28,  1990. 
Stu^^L  ,om,  J*  Ma?  Concern".  In  that  memorandum,  I  stated  that  Dr 
Barkey  Kfcanan ,  should  not  place  himself  under  .treat  for  the  arbitrary^riod  of^) 
days JWlowing  the  oruet  of  kit  preaumed  stroke  on  September  1.  1996  We  Sfrdav 

l^ttret  KnSBS  *      *****  SubC°mmitt~  0D  "dob*  5« 

*u^r;uM^rn?swi-  Se^ator- 1  wouId  like  to  point  out  for  the  record 
that  this  is  the  first  time  I  have  seen  this  letter.  I  tried  telephoning 
Dr.  Ldelson  yesterday,  and  he  did  not  return  my  calls.  So  this  is 
new  information  to  me  and  to  my  clients. 

Senator  Nunn  It  does  make  you  feel  better  about  his  health, 
though,  doesn  t  it? 

Mr.  Matthews.  No  comment. 

JSnfw  1?^  »PeforeJw?,be«in  t*1*8  m°min8f  I  want  to  acknowl- 
edge that  both  Mr.  and  Mrs.  Kibarian  have  requested  through 
their  attorney  that  this  morning's  session— and  we  have  heard  the 
^tt*  j  ~        d  m  closed  or  executive  session. 

Under  Subcommittee  and  Senate  rules,  such  a  request  is  within 
the  discretion  of  the  Subcommittee.  As  a  rule,  this  Subcommittee 
as  well  as  most  committees  of  the  Congress,  hold  their  hearings  in 
public  session.  The  right  of  the  people  and  the  media  to  know  what 
their  elected  representatives  are  doing  is  one  that  this  Chairman 
and  the  Subcommittee  have  always  taken  seriously.  When  we  don't 
have  classified  information,  it  takes  a  very  unusual  request  for  us 
^Ton-  °nly  in  the  most  exceptional  of  circum- 
thTpublic*8       Subcommittee  even  consider  closing  a  hearing  to 

I  would  point  out  that  historically,  the  Subcommittee  has  used 
closed  hearings  only  in  cases  involving  classified  information  or  in- 
formation that  would  involve  a  real  and  express  danger  to  the  life 
of  an  individual. 

Since  to  my  knowledge,  today's  hearing  involves  neither  elassi- 
*  mtormation  nor  information  which  if  revealed  would  pose  a 
potential  threat  to  the  life  or  safety  of  another  person,  I  feel  Imust 
decline  to  grant  the  witnesses'  request  for  a  closed  hearing. 

•if  ?eu r6^"1  refl.ect  that  1  hav«  considered  this  request,  and 
without  objection,  it  is  my  intention  to  deny  that  request.  Senator 
Roth,  do  you  have  any  comment? 

Senator  Roth,  No;  I  subscribe  to  the  ruling  of  the  Chairman. 

Senator  Nunn.  Thank  you,  Senator  Roth 

tJILa^J0'  m?  b,riefly  coroment  upon  two  additional  points 
raised  by  Mr.  Kibanan's  attorney  in  his  letter  requesting  that  we 
proceed  in  executive  session. 
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It  appears  that  the  request  is  grounded  upon  Mr.  Kibarian  s  al- 
leged ill  health  and  the  prediction  that  the  Kibarians  would  likely 
assert  their  5th  Amendment  protection  against  self-incrimination. 

Let  me  first  indicate  that  the  Subcommittee  has  considered  the 
September  28th  letter  of  Mr.  Kibarian's  neurologist,  Dr.  Edelson, 
which  recommends  that  Mr.  Kibarian  not  be  subjected  to  any 
undue  stress  for  at  least  a  month.  We  take  very  seriously  such  re- 
quests and  try  always  to  be  considered  of  a  witness  potential 
health  problems.  That  is  why  the  Subcommittee  granted  Mr.  Ki- 
barian a  3-week  continuance  of  his  initial  appearance  and  also  why 
the  Subcommittee  contacted  Dr.  Edelson  yesterday  to  discuss  Mr. 
Kibarian's  medical  problems. 

It  appears  to  me,  however,  as  Chairman,  looking  at  both  of  Dr. 
Edelson's  letters,  that  Dr.  Edelson  no  longer  believes  there  is  any 
medical  reason  for  Mr.  Kibarian  not  to  testify. 

In  addition,  we  also  must  view  Mr.  Kibarian's  request  in  light  of 
the  needs  of  the  Subcommittee  to  obtain  information  it  deems  es- 
sential to  its  investigation  as  well  as  other  information  or  actions 
of  a  potential  witness  that  may  have  bearing  upon  the  sincerity 
and  the  legitimacy  of  the  request. 

In  this  case,  we  must  view  the  merits  of  the  instant  request  in 
light  of  the  history  of  the  Kibarians'  prior  dealings  with  govern- 
mental and  other  regulatory  bodies.  Staff  testified  on  the  13th  that 
its  review  of  the  records  of  the  Culinary  School  showed  the  Kibar- 
ians had  previously  sought  numerous  delays  and  continuances  with 
accrediting  bodies,  licensing  agencies  and  the  Departments  of  Edu- 
cation and  Veterans'  Affairs.  The  staff  found  this  to  be  the  modus 
operandi  of  the  Culinary  School  in  order  to  avoid  governmental 
scrutiny. 

A  pattern  of  obfuscation  and  delay  apparently  existed  until  the 
very  day  the  school  closed.  As  an  example,  the  District  of  Columbia 
Licensing  Commission  in  a  prepared  statement  for  the  hearing 
record  noted  that  they  charged  the  Culinary  School  with  supplying 
false  and  misleading  information  concerning  the  move  of  their 
school  in  January  1990  which  was  determined  to  be  for  the  sole 
purpose  of  avoiding  a  site  evaluation  by  the  Commission. 

In  addition,  the  Subcommittee  had  to  weigh  newly  discovered  in- 
formation concerning  the  activities  of  the  Kibarians  since  his  al- 
leged stroke  last  May.  As  was  explained  in  the  staff  statement,  it 
appears  that  since  then  both  Mr,  and  Mrs.  Kibarian  have  been  ac- 
tively negotiating  the  reopening  of  a  new  culinary  school.  This  in- 
cluded Mr.  Kibarian's  planned  travel  to  Connecticut  on  September 
the  21st,  approximately  2  weeks  after  the  recurrence  of  his  "stroke- 
like  symptoms"  and  1  week  after  his  initial  date  to  testify  before 
this  Subcommittee.  The  purpose  of  his  trip  was  to  negotiate  a  mul- 
timillion-dollar contract  with  the  University  of  Bridgeport. 

So  I  guess,  Mr.  Matthews,  we  would  have  to  say,  that  the  Sub- 
committee has  developed  a  healthy  skepticism  about  your  client  s 
claims.  We  believe  that  Mr.  Kibarian  should  be  willing  and  able  to 
withstand  the  stress  and  strain  of  this  hearing  since  he  obviously 
was  able  to  plan  extensive  travel  and  negotiations  concerning  a 
new,  lucrative  school  contract. 

Certainly  I  think  after  Dr.  Edelson's  most  recent  letter,  we  feel 
that  he  should  go  ahead  and  testify. 
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Lastly  I  would  note,  and  make  the  record  abundantly  clear,  that 
although  the  Subcommittee  fully  respects  the  sanctity  of  a  witness' 
invocation  of  the  5th  Amendment  right  against  self-incrimination, 
we  do  not  view  this  as  a  right  that  can  be  invoked  prospectively 
through  an  attorney  before  any  questions  are  ever  posed.  In  this 
case,  there  are  many  areas  the  Subcommittee  is  interested  in  ex- 
ploring with  both  witnesses,  and  we  would  be  remiss  at  this  stage 
to  close  to  the  Subcommittee  these  potential  avenues  of  inquiry 
solely  upon  the  possibility  that  one  or  more  of  the  questions  could 
potentially  force  the  witness  to  invoke  the  privilege. 

As  such,  it  is  the  intention  of  the  Chairman  to  have  the  Kibar- 
ums  testify  this  mu<?  .  g. 

Mr.  Matthews.  Senator,  I  have  two  further  requests  before  we 
begin  the  testimony.  One  is  that  pursuant  to  Subcommittee  Rule 
11,  I  would  request  that  cameras  not  be  directed  at  the  witness 
during  testimony,  on  the  grounds  of  discomfort,  harassment,  et 
cetera. 

And  number  2,  I  request  that  the  witnesses  be  allowed  to  testify 
m  full,  one  at  a  time.  I  don't  want  to  switch  from  one  wiwess  to 
the  next. 

Senator  Nunn.  We  will  certainly  try  to  oblige  you  on  that  last 
request  as  best  we  can.  I'll  try  to  go  to  Mr.  Kibarian  and  complete 
his  and  then  go  to  Mrs.  Kibarian,  but  we  may,  after  we  complete 
examination  of  both  of  them,  we  reserve  the  right  to  ask  inter- 
spersed questions.  We  always  have  to  have  that  right. 

As  far  as  cameras  are  concerned,  as  long  as  we  are  in  open  hear- 
ing, we  have  no  restriction  on  cameras  unless  there  is  danger  to 
someone  s  life,  and  we  have  had  no  indication  that  that  would  be 
the  case  here  today.  I  don't  happen  to  see  any  cameras  at  the 
moment,  so  it  may  be  a  moot  question. 

TESTIMONY  OF  BARKEV  KIBARIAN  AND  MARY  ANN  KIBARIAN, 
OWNERS.  CULINARY  SCHOOL  OF  WASHINGTON 

Senator  Nunn  Mr.  Kibarian,  what  was  your  position  with  the 
Culinary  School  of  Washington? 

Mr.  Kibarian.  On  advice  of  counsel,  Senator,  I  respectfully  de- 
cline to  answer  the  question  and  assert  my  rights  under  the  5th 
Amendment  of  the  Constitution. 

Senator  Nunn.  Mr.  Kibarian,  what  is  your  current  position,  and 
how  are  you  currently  employed? 

Mr.  Kibarian.  On  advice  of  counsel,  Senator,  I  respectfully  de- 
cline to  answer  the  question  and  assert  my  rights  under  the  5th 
Amendment  of  the  Constitution. 

^y?*?*  NuNN-  Mi*-  Kibarian,  what  is  the  relationship  between 
the  Culinary  School  of  Washington  and  the  Culinary  School  of 
Washington,  Paris,  Rome  and  Beijing,  Inc.? 

r  it  j K"AWAN-  Senator  Nunn,  on  the  advice  of  counsel,  I  respect- 
fully decline  to  answer  the  question  and  assert  my  rights  under  the 
5th  Amendment  of  the  Constitution. 

Senator  Nunn.  Mr.  Kibarian,  is  it  correct  that  8  days  after  you 
were  originally  supposed  to  testify  before  this  Subcommittee,  you 
scheduled  a  trip  to  Bridgeport,  Connecticut  to  negotiate  a  multi- 
million-dollar contract? 
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Mr.  Kibarian.  Senator  on  advice  of  counsel  I  respectfully  de- 
cline to  answer  the  question  and  assert  my  rights  under  the  5th 
Amendment  of  the  Constitution.  .  , 

Senator  Nunn.  Mr.  Kibarian,  did  you  know  about  that  planned 
trip  when  you  told  the  Subcommittee  and  you  represented  to  the 
Subcommittee  that  you  were  too  ill  to  testify  before  us? 

Mr.  Kibarian.  On  advice  of  counsel,  I  respectfully  decline  to 
answer  the  question  and  assert  my  rights  under  the  5th  Amend- 
ment of  the  Constitution.  , 

Senator  Nunn.  Mr.  Kibarian,  is  it  your  intention  to  continue  to 
exercise  your  5th  Amendment  right  under  the  Constitution  not  to 
incriminate  yourself  by  declining  to  answer  questions  that  the  Sub- 
committee may  pose  to  you  relating  to  you  and  your  activities  at 
the  school? 

Mr.  Kibarian.  Senator,  on  advice  of  counsel—yes. 

Senator  Nunn.  Mr.  Kibarian,  we  regret  you  are  not  going  to  be 
testifying  because  we  have  important  legislative  concerns  here.  We 
recognize,  however,  your  right  to  invoke  the  protection  of  the  5th 
Amendment  and  decline  to  testify. 

In  light  of  your  decision,  I  don't  have  any  other  questions,  bena- 
tor  Roth,  do  you  have  any  questions  for  Mr.  Kibarian? 

Senator  Roth.  Mr.  Chairman,  under  the  circumstance,  I  shall  not 
ask  any  questions.  I  would  like  just  to  point  out,  however,  that  this 
gentleman  who  is  refusing  to  answer  any  question  on  the  basis  ot 
the  Constitution  is  a  New  York  University  marketing  doctor  of  Phi- 
losophy who,  according  to  a  newspaper  article,  parlayed  his  skills 
into  the  chairmanship  of  Georgetown  University  Management  and 
Marketing  Department  in  the  1960's.  . 

I  would  just  point  out  my  concern  that  here  is  a  man  ot  obvious 
qualifications,  now  refusing  to  answer  any  questions  is  a  matter  of 
deep  concern  to  me  because  this  investigation  affects  thousands  of 
students.  I  understand  from  this  article  that  the  Culinary  School  ol 
Washington  amassed  more  than  $18  million  in  Federal  grants  and 
student  loans— a  tremendous  amount  of  money.  What  a  failure  to 
do  good.  I  regret  that  we  are  not  getting  the  advantage  of  his  testi- 
mony. 

Senator  Nunn.  I  share  that  concern,  Senator  Roth. 

Mrs.  Kibarian,  I  will  ask  you  some  questions  now. 

What  was  your  former  position  with  the  Culinary  School,  and 
what  is  your  current  relationship  with  this  school  or  any  other  af- 
filiated school?  .  „  , 

Mrs.  Kibarian.  Senator,  on  advice  of  counsel,  I  respectfully  de- 
cline to  answer  the  question  and  assert  my  rights  under  the  5th 
Amendment  of  the  Constitution. 

Senator  Nunn.  Mrs.  Kibarian,  what  were  your  duties  at  the 
school?  Were  you  responsible  for  financial  matters  or  advertising 
or  recruiting  or  curriculum,  quality  of  education,  licensing?  What 
were  your  duties  with  the  school? 

Mrs.  Kibarian.  On  advice  of  counsel,  I  respectfully  decline  to 
answer  the  question  and  to  assert  ray  rights  under  the  5th  Amend- 
ment of  the  Constitution. 

Senator  Nunn.  Mrs.  Kibarian,  Sharon  Marburg  submitted  an  al- 
fidavit  to  this  Subcommittee.  [See  Exhibit  No.  58.1  In  that  affidavit, 
she  says  that  in  the  fall  of  1984,  she  responded  to  an  ad  in  the 
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Washington  Post  for  an  administrative  assistant  position  at  the 
Culinary  School.  When  Ms.  Marburg  went  for  the  interview,  she 
says  that  you  looked  at  her  resume  and  saw  that  she  was  a  French 
maior  and  asked  if  she  wanted  to  teach  French  even  though  she 
had  no  teaching  qualifications. 

Ms.  Marburg  states,  "in  the  same  breath,  Mrs.  Kibarian  said 
there  was  an  opening  for  the  position  of  dean  of  the  school,  and  she 
thought  I  might  qualify." 

What  kind  of  qualifications,  Mrs.  Kibarian,  should  a  person  pos- 
sess m  order  to  be  dean  of  the  school? 

Mrs.  Kibarian.  On  advice  of  counsel,  I  respectfully  decline  to 
answer  the  question  and  assert  my  rights  under  the  5th  Amend- 
ment of  the  Constitution. 

Senator  Nunn.  Mrs.  Kibarian,  in  your  July  1989  catalog  of  this 
school,  it  says,  "each  site  for  class  use  is  chosen  for  its  well- 
equipped  and  professionally  planned  kitchen." 

In  her  affidavit,  Ms.  Marburg  states:  "most  outrageous  were  the 
facilities  and  primitive  conditions  under  which  I  was  supposed  to 
teach  and  the  students  were  supposed  to  learn.  I  had  to  meet  my 
classes  in  local  taverns,  such  as  Bojangles  and  Abbey  Road,  where 
music  was  blasting,  lighting  was  inadequate,  and  the  smell  of  stale 
beer,  smoke  and  vomit  permeated  the  room.  The  class  location  kept 
changing,  but  never  for  the  better." 

Did  you  arrange  for  those  classes  to  be  held  in  those  conditions? 

Mrs.  Kibarian.  On  advice  of  counsel,  I  respectfully  decline  to 
answer  the  question  and  assert  my  rights  under  the  5th  Amend- 
ment of  the  Constitution. 

Senator  Nunn.  Mrs.  Kibarian,  is  it  your  intention  to  continue  to 
exercise  your  5th  Amendment  right  under  the  Constitution  not  to 
incriminate  yourself  by  declining  to  answer  questions  the  Subcom- 
mittee may  pose  to  you  relating  to  you  and  your  activities  at  the 
school? 

Mrs.  Kibarian.  Yes,  sir. 

*^5®tor^NlJNN'  Mrs'  Kibarian.  we  regret  you  are  not  going  to  be 
testifying  because  we  have  important  legislative  concerns  here,  but 
we  recognize  your  right  to  invoke  the  protections  of  the  5th 
Amendment  and  decline  to  testify. 

In  light  of  your  decision,  I  will  excuse  you  now  with  no  further 
questions,  but  I  will  ask  both  of  you  one  final  question,  and  Mr.  Ki- 
barian, I  will  start  with  you. 

Do  you  feel  badly  that  a  lot  of  students  have  put  a  lot  of  effort 
and  tune  into  this  and  have  not  gotten  an  education? 

Mr.  Kibarian.  Senator,  on  advice  of  counsel,  I  respectfully  de- 
cline to  answer  the  question  and  assert  my  rights  under  the  fifth 
amendment  of  the  Constitution. 

Senator  Nunn.  Mrs.  Kibarian,  the  same  question  to  you.  Do  you 
feel  badly  that  students  by  the  hundreds  and  thousands  have  put 
money  into  this,  time  and  effort,  and  have  not  gotten  an  education? 

Mrs^ItoARiAN.  Unfortunately,  Senator,  on  advice  of  counsel,  I 
respectfully  decline  to  answer  the  question  and  assert  my  fifth 
amendment  right. 

Senator  Nunn.  Thank  you. 

I  thank  counsel  for  being  here  today. 

The  Subcommittee  will  now  adjourn. 

[Whereupon,  at  9:30  a.m.,  the  Subcommittee  was  adjourned.] 
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r  T^-^fJf5  XN  FBDSRAL  STUDENT  AID  PROGRAMS,  PART  2  s 
LICENSING,  ACCREDITATION,  C^IPICAkSTSd  ELIGIBILITY 

STAFF  STATEMENT 
O.S.  SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

SEPTEMBER  12,  1990 
I .  Introduction 

of  1965,  km  tended.  A.  with  the  fir./  h A  «lii,?her  Educati°n  Act 
this  investigation  on  trade  and  ^°U,ed 
reports  of  sub-standard  and  near!?  ■  nm^iE^  dUe  t0 

JS^ioa:".^^^*;  Jet1\nToCTn3e%hirie8,r1vny  0TSS 
«tay  in,   thereby  wreaking  havoc  *and  Stuina  tJ«  J  8ySte0, 
many  underprivileged  Americans.  rupturing  the  dreams  of  so 

coll  jTSStt?  us^  °thSe  ffiSSTi*0'  J*™""*  «•  *»  «"« 
Cava*os  described  in  nis  aJSS  3  ,9!o°5r^U(  AS  Secre«ry 
Subcommittee  on  Education,  Vts^and  Humanities  over  S?^4  ^„fS 
has  been  loaned  to  students  since  th«<«oi~*?'  ovar  $114  billion 
Student  Loan  program  in  1965  in  losa  ?"on  °f„the  Guaranteed 
new  money,  vifi^Jla^'i.,1;^  igSE,,*12 iM^iSV1? 
the  total  amounta  loaned  in  the  progra*  will  atm '      Lt  L  H°L°f 

^present!965'  "ltfc  th*  ^2M2.  SJ^SSffS 

loan  vTlumi  S  leLnu!ts\nas1\8L^itTntrotUteddt°  thl'  ™*>  in 
Sentr^i'or  \\  sf^^SL^  12*t£J5!°i%E[ 
for  Vh».«  i~J,«     m3°,  1986,  ProPrietary  students  did  not  oualifv 

•tnamt    loan   default   coVt»   have  al££ ^SLmJ^S9   l985'  the 
present    $2-hLllLon    ficiura       pJ^Jl    « do1ubXed    *>   reach  the 
e*^ioii    rigure.      Experts    interviewed    by    the  staff 
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indicate  two  principal  reasons  for  this  dramatic  increase  in 
default,  and  abu.es  of  the  system.  The  first  **jor  cause  lie.  in 
the  fact  that  a  greater  proportion  of  low-income .  «todsnte, 
borrower,  with  a  higher  risk  of  default,  ere  now  ^ioihle 
program.  Although  the  program  wee  created  to  serve  middle-income, 
at  well  a.  low-incos*  students,  it  be.  eince  been  relocused  to 
aerve  primarily  low- income  students,  as  federal  grant  and  work 
.tudy  aid  have  not  kept  pace  with  rising  college  coat*. 

These  same  experts  believe  that  such  a  risk  is  one  that  our 
Government  should  be  prepared  to  take,  since  it  is  so  i»po£^nt  to 
our  society  that  the  poor  and  disadvantaged  be  given  a  chance  to 
better  themselves. 

At  the  same  time,  the  staff  was  told  that  another  major 
factor  leading  to  a  higher  default  rate  i*  the  increasing 
proportion  of  student  loan  borrower,  attending  .hort-term, 
vocational  courses  of  study  in  proprietary  schools.  Default  data 
indicate  that  students  who  attend  proprietary  schools  tend  to 
default  at  a  higher  rate  than  those  attending  other  institution* 
of  postsecpndary  education,  including  the  most  comparable  two-year 
public  institutions!  the  community  colleges.  Proprietary  »chool 
students  are  largely  from  lbw~ income  backgrounds,  attend  the 
schools  for  short  periods,  and  have  relatively  low  loan  balance*, 
factors  which  are  related  to  high  default  rates.  The  U.S. 
Department  of  Education  reports  that,  according  to  its  national 
data  on  FY  lnS6  borrowers  entering  repayment,  proprietary  schooi 
students  default  at  a  rate  that  i»  twice  as  high  as  that  for 
two-year  institutions,  and  four  times  as  high  as  that  for 
four-year  schools. 

The  ultimate  question  is  whether  proprietary  schools  have 
high  default  rates  because  their  enrollees  have  these 
characteristics  or  because  of  factors  relating  to  the  schools 
themselves.  It  is  the  Subcommittee  Staff's  conclusion  that  the 
latter  is  true*  We  found  that  serious  shortcomings  in  the  current 
oversight  system  —  specifically,  the  licensing,  accrediting,  and 
certification  processes  —  have  encouraged  unscrupulous  school 
owners  to  take  advantage  of  the  availability  of  Title  XV  funds 
because  they  know  that  the  system  is  not  set  up  to  detect  or  catch 
fraud  and  abuse.  One  schooi  owner  cosmwnted  about  the  *n 
getting  rich  in  the  proprietary  school  business ,  saying  that  the 
1980s  were  commonly  known  as  the  -opportune  time  to  be  crooked. 

XI.     Methodology /Scope  of  Investigation 

Schools  become  participant*  in  the  Title  XV  program  if  they 
meet  three  criteria!  They  mu*t  have  a  State  license  to  Provide 
postsecondary  education;  they  must  be  accredited  by  an  accrediting 
agency  recognised  by  the  Secretary  of  Education;  and  they  must  be 
certified  by  the  U.S.  Department  of  Education  a*  Jiving  the 
financial  responsibility  and  administrative  capability  to 
participate  in  the  Student  Financial  Aid  programs. 
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The  Subcommittee  began  examining  the  scope  of  the  abuses  in 
""A*",1  io*1  proflMB  by  gathering  extensive  information  end 
documentation  about  eech  of  the  tbove-neeed  requisites  for 
participation  in  the  system,  in  the  process,  we  interviewed 
P"^?"5^  ■chooi  owners,  accrediting  agency  officials; 
accrediting  sgency  trede  associations;  officials  at  vsrioue  State 
Djparts»nts  of  Bduc.tin.t;  officials  at  state  Approving  Agencies 
f!2^ffn?„ u/m  education   benefits   at  proprietary 

schools;  U.S.  Department  of  Education  officisls  in  the  Office  of 
*!nifiC*tio»  ^nd  the  Office  of  Student  Financial 

Assistance,  Audit  and  Program  Review  Division,  and  the  Office  of 
Postsecondary  Education,  Higher  Education  Programs;  and  Library  of 
researchers  who  have  been  studying  the  student  financial 
aid  prograsis  for  years. 

Approximated  100  major  national  accrediting  agencies  are 
recognised  by  the  Secretary  of  Education.  However,  only  seven  of 
these  100  agencies  accredit  the  majority  of  proprietary  schools. 
From  these  seven  agencies,  we  subpoenaed  and  reviewed  thousands  of 
pages  of  administrative  documents  and  case  files  on  approximately 
50  proprietary  schools.  The  accrediting  agencies  that  we  worked 
TlnSe^"'  th.*  Accrediting  Bureau  for  Health  Education  Schools 
(ABHES) ;  te  Accrediting  commission  for  Continuing  Educstion  and 
^K^29/»(TAnCcC.BT,iw  tl!?  A"°fi*tlon  of  Independent  Colleges  and 
{  ,»»SJ^,tha  »ational  Aaaociation  of  Trade  and  Technical 
Schools  (NATTS);  the  National  Accrediting  Commission  of 
Cosmetology  Arts  and  Sciences  (HACCAS);  the  National  Home  Study 
Council  (NHSC);  and  the  Southern  Association  of  Colleges  end 
{SACsic6si)C0,M,,1"i0n     °"     °°cuP*tLonitl     Education  Institutions 

Our  decision  to  focus  on  these  seven  accrediting  bodies  was 
reinforced  by  an  August  27,  1990,  letter  to  several  accrediting 
agencies  from  the  U.S.  Department  of  Education,  Office  of 
Ed"c*tion-  ,inQOt|}i»  correspondence,  the  Department 
Ie£lL«*2P  #  •«?«"'>«  *V988  data,  half  of  the  default  volume  is 
accounted  for  by  students  who  attended  fewer  than  70  of  the 
approximately  8400  accredited  institutions.  (See  Chart  #2  i 
*k0,*,«£  institutions  are  accredited  by  only  seven  of  the  more 
than  100  major  national  institutional  accrediting  agencies.  The 
Subcommittee  staff  examined  these  seven  agencies. 

Finally,  from  the  U.S.  Department  of  Education  and  state 
Department,  of  Education,  wa  obtained  and  reviewed  thT  school 
files  which  corresponded  to  the  sccrediting  agencies-  school 
files.  He  interviewed  students,  toured  schools,  and  observed  an 
accrediting  agency  site  evaluation  team  inspecting  a  school  for 
accreditation  renewal.  * 

The  Subcommittee  staff,  with  the  assistance  of  the  US. 
General  Accounting  Office  and  the  U.S.  Department  of  Education 
Inspector  General's  Office,  has  endeavored  to  compile  reliable 
national  data  regarding  the  specific  influences  on  increases  in 
student  loan  defaults.    He  had  asked  the  Department  of  Education 
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for  particular  data  and  statistic*  relating  to  default  rates  by 
accrediting  agency,  but  we  were  told  that  this  information  had 
ntfVcr  been  compiled  and  therefore,  was  not  available.  After  we 
learned  this,  we  used  some  of  the  raw  data  from  the  Department  of 
Education  and  the  Inspector  General  office  to  o«Pflf  lt™}?! 
showing  ths  increasing  financial  strength  of  accrediting  agencies 
over  the  past  several  ystars?  the  default  rates  of  schools, 
organised  according  to  accrediting  agency;  an  analysis  comparing 
the  numbers  of  schools  that  epply  for  accreditation  and  the 
numbers  that  actually  become  accredited,  for  each  accrediting 
agency;  and  a  list  of  proprietary  schools  which,  individually , 
have  over  $1  million  in  defaults. 

XII.     How  Schools  Get  In  and  Stay  Int  ****** 

Proprietary  schools  become  participants  in  the  Title  IV 
program  by  following  the  same  procedures  as  traditional  two-  and 
four-year  colleges  and  universities.  The  Higher  Education  Act  of 
1965,  as  amended  (ACT) ,  outlines  the  requirements  which 
institutions  of  higher  education  must  meet  to  participate  in 
Student  Financial  Assistance  {SFA}  programs. 

Before  an  institution  can  participate  in  the  SFA  programs,  it 
must  go  through  a  three-tier  process,  commonly  referred  to  as  the 
triad.  First,  the  institution  must  obtain  a  State  license  to 
provide  postsecondary  education.  Second,  the  institution  must  be 
accredited  by  an  accrediting  agency  recognised  by  the  Secretary  of 
Education.  And  third,  it  must  be  certified  by  the  U.S.  Department 
of  Education  as  to  its  financial  responsibility  and  administrative 
capability  to  participate  in  SFA  programs.  The  manner  in  which 
the  Department  of  Education  considers  these  three  components  in 
granting  participation  in  Title  IV  programs  is  referred  to  as  the 
accrediting  agency  recognition  process,  the  institutional 
eligibility  process,  and  the  certification  process. 

ft)  Licensing? 

When  a  new  proprietary  school  opens,  the  first  priority  is  to 
obtain  a  State  license  to  provide  postsecondary  education .  In 
many  States,  the  school  technically  *ay  not  open  for  business 
without  it. 

Bach  State  sets  its  own  licensing  requirements  and  standards 
for  quality  of  education*  Under  our  system,  the  power  to  set  and 
to  regulate  the  quality  of  education  is  generally  left  to  the 
States.  Since  the  laws  differ  amongst  the  States,  the 
Subcommittee  selected  several  States  and  analysed  their 
requirements  for  licensing  proprietary  schools-  These  included 
Florida,  Georgia,  Illinois,  Virginia,  and  the  District  of 
Columbia.  A  brief  summary  of  Florida's  and  Georgia's  requirements 
are  listed  here,  with  additional  testimony  by  Florida  and  Illinois 
State  education  officials  to  come  later  in  the  hearing. 
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MnrJ  Jr«K,,,,.v0r  a  proprietary  school  to  be  licensed  in 
Florida  begins  with  a  achool  official'!  completing  an  application 
^submitting  it  to  the  Florida  Department  of  Education,  State 
Board  of  Independent  Postaecondary  Vocational,  Technical,  Trade 
and  Business  Schools  (Board).  The  application  is  reviewed  for 
SEli!^"/  *nf'  4i  .U  i!  fPProvd,  the  school  is  granted  a 
tasiporary  license  and  is  scheduled  for  an  on-site  review  of  the 
525*^1  !h*i,t*rp0rary  license  serves  only  one  purpose*  as  proof 
£l  "chco!  ^  its  application  for  local  soning.  The  license 
does    not   allow   the   school    to   advertise,    recruit,    or  enroll 

ISEZPI      Dur£ng  S*?    °nl'4"  th»   Board  'review.  a£ 

school  s  current  catalog,  the  fores  for  permanent  .tudent  records, 
including  attendance  and  tardiness  form,  exams,  and  other  fores 

tSri^,ftHad"fiC  pro*r<"'<'  th«  •nroll-nt  agreement,  and  whet™ 
the  stated  entrance  requirementa  are  set  with  documentation.  The 
Board  also  checks  the  class  schedules,  curriculum,  textbooks,  and 
lesson  plans  and  makes  sure  that  these  switch  what  is  stated  in  the 
??!£iS2"  ?hZ  Physical  facilities  are  also  examined,  including  the 
library,  labs,  equipment,  audio  visuals,  test  Materials,  and 
safety  equipment.  The  tuition  amounts  are  reviewed,  as  well  as 
the  type  of  advertising  used,  teacher  qualifications,  placement 
and  guidance  counseling,  and  the  licensing  of  the  agents  who 
promote  the  school.  ^ 

After  the  on-site  visit  is  complete,  the  visiting  team 
prepares  a  report  and  advises  the  school  of  whatever  deficiencies 
^Li??™*<  ,?nC9  a  *chfol  presents  proof  of  compliance,  a 
provisional  license  is  issued.  This  entitles  the  school  to 
actually  open  for  business  and  to  advertise,  recruit,  and  enroll 
students.  The  provisional  license  is  valid  for  one  year  only;  and 
-  ««  *iX  "°n'h"  o£  Nuance,  the  Board  will  schedule  a 
verification  visit  to  assure  that  student  records  are  being  kept, 
tnat  teachers  have  lesson  plans,  and  that  students  are  progressing 
satisfactorily.  if  the  school  is  in  compliance,  a  regular? 
^T?S«  *»  i"««d-     From  that  point  on,  the  school  must 

submit  proof  of  catalog  printing,  school  financial  data,  placement 
/ nd,f  °°*P Xf tion  statistics  for  annual  license  renewal . 
However,  if  during  this  verification  visit,  serious  violations 
are  found,  the  school  can  be  placed  on  probationary  status.  If 
t.«  achool  fails  to  remedy  the  violations,  the  proviaional  licanse 

«L>i% 'SSSSuJSi?'  OI  th#  BMrd  "y  d-ny 

r.quiremfS;rar.f°.^ 

must  apply  for  and  be  granted  a  Certificate  of  Authorisation  by 
the  State  Superintendent  of  Schools.  To  obtain  this  Certificate 
!,'C,h^?1KmuJ8t  pa,y  a  5100  no-refundable  application  fee,  post  a 
$10,000  bond,  and  provide  written  evidence  of  meeting  criteria  and 
standards  specified  by  Georgia  law.  These  minimum  standards 
includes  that  the  quality  and  content  of  each  course  or  proaram 
ot  instruction  are  reasonable  to  achieve  the  objective  for  which 
the  program  is  offered,  that  the  institution  has  adequate  space, 
equipment,      library     and     physical     facilities,  instructional 
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material*,  and  personnel  to  provide  education  of  good  quality; 
that  the  education  and  experience  qualification*  of  director*, 
administrators,  supervisors,  and  instructor*  are  reasonable  to 
ensure  that  the  students  will  receive  en  education  consistent  with 
the  objectives  of  the  course  program;  that  the  school  provide  a 
catalog  which  describes  the  programs  offered  and  their  length, 
tuition  schedule,  and  refund  policy;  that  the  students  are  given 
credentials  indicating  successful  completion  of  the  program;  that 
records  are  kept  indicating  the  etudents*  attendance,  progress, 
and  performance;  that  the  school  is  financially  sound;  that  the 
advertising  is  not  deceptive,  misleading,  or  unfair;  that  the 
school  has  fair  cancellation  and  refund  policies;  and  that  the 
school  owners,  directors,  administrators,  staff,  and  instructor* 
are  of  good  reputation  and  character. 

Finally,  an  on-site  visit  will  be  made  before  initial 
authorisation.  Applications  will  be  evaluated  by  the  State 
Superintendent  of  Schools  and  reviewed  by  the  Proprietary  School 
Advisory  Commission*  Upon  recommendation  of  the  Commission,  the 
Administrator  grants  authorization. 

B).    Accreditation  t 

The  second  step  schools  must  take  to  become  eligible  to 
receive  Title  IV  funds  is  to  gain  accreditation  from  an 
accrediting  agency  recognised  by  the  Secretary  of  Education. 
Accrediting  agencies  have  long  been  a  part  of  the  educational 
structure  in  the  U.S.  They  were  created  to  review  institutions 
and  to  give  approval  or  "accreditation"  to  those  school*  which 
offered  quality  educational  programs.  Originally ,  accreditation 
was  given  only  to  confer  recognition  among  peer  educator*.  It  was 
thought  of  only  to  be  an  honor  and  had  nothing  to  do  with  Federal 
student  aid  funding. 

In  the  1960s,  however,  accreditation  took  on  new 
responsibilities  when  the  Higher  Education  Act  was  p&mmmd.  The 
Act  made  it  a  requirement  for  schools  to  be  accredited  in  order 
for  their  students  to  qualify  for  the  newly  created  student 
financial  aid  programs.  The  Department  of  Education  relies  upon 
accrediting  agencies  to  assure  "quality  education*  for  Title  IV 
funding  because  the  united  States  has  no  rederal  ministry  of 
education  or  other  centralised  authority  exercising  single, 
national  control  over  all  educational  institution*.  The  Secretary 
of  Education  recognises  and  depends  on  independent  accrediting 
agencies  a*  reliable  authorities  on  the  quality  of  education  and 
training  offered  by  po*t*econdary  institution*.  To  date, 
approximately  100  accrediting  agencie*  are  recognised  by  the 
Secretary.  Only  tho*e  *chool*  accredited  by  one  of  the  100 
agencies  recognized  by  the  Secretary  are  eligible  to  receive  Title 
IV  funds.  Bach  agency  defines  and  sets  its  own  standard  for 
quality  education,  since  it  is  not  defined  by  any  federal  law  or 
regulation. 
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The  States  assume  varying  degrees  of  control  over  education, 
but,  in  general,  institutions  of  postsecondary  education  are 
permitted  to  operate  with  considerable  independence  and  autonoary. 
As  a  consequence,  American  educational  institutions  can  vary 
widely  in  the  character  and  quality  of  their  progress.  In  order 
to  ensure  a  basic  level  of  quality,  the  practice  of  accreditation 
arose  as  a  Mans  of  conducting  non-governmental  peer  evaluation  of 
educational  institutions  and  programs.  Private  educational 
associations  of  regional  or  national  scope  have  adopted  criteria 
reflecting  the  qualities  of  a  sound  educational  program  and  have 
developed  procedures  for  evaluating  institution*  or  programs  to 
determine  whether  they  are  operating  at  fundamental  levels  of 
quality. 

There  are  two  basic  types  of  educational  accreditation! 
"institutional'  and  -programmatic . "  Institutional  accreditation 
normally  applies  to  an  entire  institution,  indicating  that  each  of 
its  parts  is  contributing  to  the  achievement  of  an  institution's 
objectives.  Specialised  accreditation  normally  applies  to 
evaluation  of  program,  departments,  or  schools  which  usually  are 
parts  of  a  total  collegiate  or  other  postsecondary  institution. 
The  unit  accredited  may  be  as  large  as  a  college  or  school  within 
a  university,  or  as  small  as  a  curriculum  within  a  discipline. 
Some  specialised  accrediting  agencies  accredit  specialised, 
vocational,  or  other  postsecondary  institution*  which  are 
free-standing  in  their  operations,  Thus,  a  "programmatic* 
accrediting  agency  may  also  function  in  the  capacity  of  an 
"institutional -  accrediting  agency. 

Accrediting  agencies  seeking  recognition  must  submit 
petitions  to  the  Department  of  Education's  Accrediting  Agency 
Evaluation  Branch  (AAEB) .  AABB  evaluates  the  petitions  to 
determine  if  the  agency  meets  the  recognition  criteria  published 
in  the  regulations.  AAEB  reports  the  results  of  its  review  and 
submits  its  recommendations  to  the  National  Advisory  Committee  on 
Accreditation  and  Institutional  Eligibility  (NAC) .  Members  of 
this  15-member  advisory  board  are  appointed  by  the  Secretary  of 
Education  and  serve  staggered,  three  year  terms*  The  NAC  conducts 
semiannual  public  hearings,  reviews  the  AAEB  report,  hears  the 
agency's  representations  and  third-party  comments.  The  NAC 
decides  whether  to  recommend  to  the  Secretary  that  the  agency  be 
granted  recognition.  After  the  Secretary  recognises  the 
accrediting  agency,  the  agency  is  listed  in  the  Federal  gmolstar. 
Institutions  wishing  to  obtain  eligibility  to  participate  in  the 
Title  IV  program  must  first  apply  to,  and  meet  the  standards  of,  a 
recognised  accrediting  agency.  Bach  accrediting  agency  sets  its 
own  standards  for  quality  educational  programs,  as  such,  the  U.S. 
Department  of  Education  is  not  directly  involved  in  defining  or 
setting  a  standard  for  quality  education. 

To  receive  Title  IV  funds,  a  school  must  be  accredited  by  one 
of  these  agencies  which  are  listed  by  the  Secretary.  The 
procedures  may  vary  slightly  from  agency  to  agency,  but  the 
essential  requirements  are  the  same.     Initially,  a  school  submits 
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an  application,  followed  by  an  in~depth  aelf-analysia  of  the 
programs  of farad,  tha  .teachers 1  background  and  qualification* ,  and 
the  adminiatretive  capabilitiaa.  If,  sfter  wiw,  tha 
aalf  -evaluation  reflecta  a  achool  which  appaara  to  meet  tha 
agency's  atandarda,  an  en-site  achool  visit  ia  scheduled .  For 
initial  accreditation,  •  team  of  three  to  fiva  ia  aant,  composed 
of  a  mix  of  subject-area  apecialiete,  public  institution 
representative* ,  proprietary  achool  officiala  and/or  owners,  and 
ona  or  more  members  of  tha  accrediting  agency  staff*  During  tha 
on-aita  viait,  team  members  take  •  tour  of  tha  achool,  review 
achool  records,  raviaw  atudant  filaa,  interview  etudents,  and 
obaerve  claaaaa  in  progreaa,  JUater,  tha  team  writes  a  report  and 
recommends  to  tha  agency  a  accrediting  commission  vhathar  tha 
achool  ahould  ba  accredited.  Thia  ia  a  langthy,  time-consuming 
procaaa  which,  from  tha  application  phaaa  to  tha  actual 
accaptanca,  can  taka  up  to  ona  yaar  to  complete.  If  tha  applicant 
ia  eucceaaful,  accreditation  ia  granted  for  a  period  ranging  from 
one  to  fiva  ye&ra.  At  the  expiration  of  the  initial  accreditation 
cycle,  the  above-described  process  ia  repeated. 

C)     Eligibility  and  Cert ificat ion t 

The  third  and  final  atep  a  achool  takea  to  be  eligible  to 
participate  in  the  Title  IV  program  ia  to  apply  to  the  U.S, 
Department  of  Education,  Diviaion  of  Eligibility  and  Certification 
(DEC)  for  approval.  This  two-part  procaaa  begins  with  the 
Eligibility  Branch  determination  of  whether  a  poataecondary 
inatitution  meets  the  statutory  definition  of  an  eligible 
institution  to  apply  for  participation  in  Student  financial  Aid 
programs  and  other  Higher  Education  programa.  Eligibility, 
therefore r  looks  at  two  criteria!  that  the  achool  has  a  State 
licenae  to  provide  poataecondary  education,  and  that  the  achool  is 
accredited  by  an  accrediting  agency  recognised  by  the  Secretary. 
Other  factora  considered  at  this  level  are  that  couraea 
minimum  course  length  reguirementa,  and  that  proprietary  schools 
must  have  been  in  operation  for  at  leaat  two  years. 

The  second  part,  certification,  ia  the  proceas  whereby  DEC 
determines  that  inatitutione  meet  the  regulatory  requirements 
regarding  financial  reaponaibility  and  administrative  capability 
to  participate  in  Student  Financial  Aid  program*  The  purpoee  of 
the  certification  process  is  to  keep  financially  troubled  and 
administratively  deficient  inatitutione  out  of  the  Student 
financial  Aid  programs,  eo  aa  to  protect  both  the  Department  of 
Education  and  the  fudents  against  loaa.  The  Department  of 
Education  reviewa  information  the  schools  provide  about  their 
staffing;  work  load;  administration  and  coordination  of  student 
aid  programs;  the  fidelity  bond;  student  withdrawals;  internal 
controls;  verification;  satisfactory  student  progress;  and 
financial  reaponaibility.  Certification  is  the  only  process  over 
which  the  Department  of  Education  has  complete  control,  and  it  ia 
the  last  step  that  institutions  must  take  to  qualify  for 
participation  in  the  Student  Financial  Aid  programs. 
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*BadN  Schools  in  the  System 


During  our  investigation,  we  found  many  examples  of  "bad- 
proprietary  schools  that  got  into  the  system  and,  despite  their 
problem* ,  successfully  wt  the  requirements  for  licensing, 
accreditation,  end  eligibility  and  certification.  Soto  of  the 
examples  arei 

A  cooking  school  in  Washington,  D.C.,  required  its  students  to 
perform  unpaid  work  in  the  cafeteria  of  the  Blue  Plains  Sewage 
treatment  plant,  as  the  main  part  of  their  so-called  istucation. 
Classroom  instruction  was  limited  to  only  a  few  clashes.  The 
school  had  been  accredited  by  two  accrediting  agencies.  After  a 
long  history  of  student  and  teacher  complaints,  one  accrediting 
body  finally  withdrew  its  accreditation;  the  other  agency  withdrew 
accreditation  only  two  days  before  the  school  filed  for 
bankruptcy . 

An  aecre-"ted  truck  driving  school,  with  multiple  branches 
located  nationwide,  enrolled  close  to  100,000  students  between 
1980  and  1988.  Virtually  all  of  these  students  pa*d  for  their 
tuition  with  Federal  student  aid  funds.  At  just  one  location  of 
this  school,  more  than  13,000  out  of  nearly  31,000  students 
defaulted  on  their  loans,  amounting  to  nearly  $27  million.  Among 
the  problems  found  at  this  and  other  school  locations  were? 
alteration  of  ability-to-benefit  tests,  so  that  unqualified 
students  were  admitted;  enrollment  of  students  with  physical 
disabilities  or  criminal  records  that  would  prevent  them  from 
driving  a  truck  or  from  obtaining  a  license  to  do  so;  and 
falsification  of  documents  to  appear  to  be  in  compliance  with 
Federal  course- length  requirements.  As  a  result  of  these  abuses, 
the  owner  of  this  school  is  the  subject  of  a  $366  million  civil 
suit  brought  by  the  U.S.  Departments  of  Education  and  Justice,  in 
which  he  is  charged  with  defrauding  the  Federal  guaranteed  student 
loan  program.  Interestingly,  the  owner  of  this  school  was  at  one 
time  a  member  of  the  board  of  directors  of  the  accrediting  body 
that  accredited  his  schools. 

A  State  agency  reported  that  a  Chicago  branch  campus  of  a 
Phoenix-based  school  enrolled  1,500  students  and  only  100 
graduated.  Of  the  100  graduates,  only  10  were  able  to  obtain  jobs 
in  the  field  for  which  they  trained.  The  Phoenix  main  school  was 
licensed  and  accredited  in  1983,  Between  1983  and  1986,  annual 
tuition  grew  from  $2  million  to  $26  million  and  the  school  opened 
20  branch  campuses.  At  the  time  it  closed  in  1987,  the  school's 
students  owed  about  $60  million  in  student  loans.  Although  some 
students  may  have  benefited,  many  more  paid  the  price  for  the 
rapid  expansion  of  this  school's  operations. 

This  school  had  other  branch  campuaes  that  generated 
problems.  The  Brooklyn  branch,  for  example,  graduated  only  40 
students  of  the  1600  enrolled.  Contributing  to  the  lack  of 
student  success  were  problems  such  as  a  90  percent  turnover  in 
faculty  in  one  year  and  very  low  placement  rates.    Reports  on  the 
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reviaw*  of  tha  Lorn  Ang*l**,  Chicago,  and  Gary  branchaa  d..crib«d 
similar  pattern*  of  inaccurate  and  Incomplete  .tudent  ^rda, 
untimely  refund.,  *taff  turnover,  nigh  attrition,  and 
pl.cemant.  Student*  fro*  two  branchaa  filed  claae  "tits 
alleging  that  thouaanda  of  atudenta  were  defrauded  of  Student 
financial  Aid  grant*  and  guaranteed  loan.  because  of 
pi*-in-the-*ky  promiaea  of  employment  opportunities. 

The  school  clo*ed  completely  in  ISS7,  owing  an  e»timated  $10 
mililun  in  refund*  and  leeving  thouaanda  of  student*  with 
incomplete  education*.  Th*  .chool  ndmitted  to  owing  an  •^*°n*l 
S5  million  in  unpaid  refunds  to  the  atudents  who  had  previously 
withdrawn  from  cla**e*.  The  greatest  harm,  nowmver,  i.  not 
financial.  It  i.  the  demorali.ation  in  atudents •■pirit.  and  lack 
of  hope  for  the  future.  A*  sxpre«.ed  by  a  state  official,  The 
tragedy  to  the  atudent.  i*  ine.timable.  They  took  people  from  the 
streeti,  they va  wrecksd  ...  their  live*.  They've  (the  student.) 
lo*t  faith  in  education." 

**•  The  refund  problaa  di.cu..ed  in  the  prior  .xample  was  al.o 
pre»ent  in  a  Louisiana  bu.in...  college.  In  the  18-*?"th.P*^°f 
between  January,  1968,  and  September,  1989,  past-d fcs  "^ent 
refund,  grew  from  about  $150,000  to  nearly  $1.4  aillion.  »*»fi»9 
that  same  period,  the  .chool  added  five  branch."  in  three  States, 
and  the  owner*  withdrew  about  $1.8  million  from  th.  •chool, 
$500,000  of  which  wa*  u*ed  to  purchase  another  "chool  in  riorida. 
Although  Texa*  wa*  auccessful  in  having  acme  of  the  refunds  paid 
for  the  branche*  operating  within  it*  juriadiction,  the  school  has 
filad  bankruptcy,  and  it  i.  expected  that  atudent.  who  are  due 
refund*  will  be  held  accountable  for  the  full  amount  of  tneir 
loan. . 

Theoretically,  only  .chool.  that  give  "quality  education"  are 
meant  to  be  included  in  the  Title  IV  progra*.  However,  during  the 
courae  of  this  inve.tig.tion,  w.  were  told  of  numerou.  accredited 
proprietary  .chool.  that  clearly  did  not  provide  quality 
education.  Education  officiala  from  two  different  Statea  told  ua 
that  aa  many  a.  50%  of  all  th.  accredited  proprietary  schools  in 
their  State*  are  extremely  problematic.  Converssly,  they  told  u» 
that  fewer  than  101  of  their  non-accredited  proprietary  schools 
cauae  problems. 

IV.     finding. i    The  Triad  fails  for  Proprietary  Schools 

With  the  triad  «y«tem  in  place,  how  is  it  that  unscrupulous 
■chool.  are  able  to  exiat  and  thrive  within  the  system  until  th* 
damaae  they  cau.e  i.  often  irreparable?  We  found  that  these 
•chool.  take  advantage  of  a  ayatem  that  allowa  them  to  ma*ily  slip 
through  tha  cracks. 

Originally  de.igned  to  operate  in  the  traditional  college  and 
university  environment,  the  preaent  triad  governance  »y»tem, 
compo«ed  of  State  licensure,  accreditation,  and  U.S.  Department  of 
Education,   Office  of   Eligibility  and  Certification,   ha*  proven 
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largely  ineffective  in  the  area  of  proprietary  schools.  '  he  staff 
was  told  that  the  current  system  was  originally  constructed  to 
regulate  only  publicly  and  privately  owned,  traditional,  two-  and 
four-year  colleges  and  universities.  As  described  to  the  staff, 
At  the  outset,  the  only  participants  in  this  self -regulatory 
system  were  educators.  The  •business*  element  of 
schoois-for-profit  was  not  a  factor,  nor  was  it  contemplated .  The 
system  was  based  on  the  respect,  honmsty,  and  integrity  of 
educators,  with  the  primary  motivation  in  education  being  the 
student's  best  interest.  Those  same  presumptions  are  not  always 
applicable  to  the  current  proprietary  school  industry. 

The  differences  which  separate  trade  or  proprietary  schools 
from  traditional  colleges  and  universities  are  dramatic.  Colleges 
and  universities  arm  generally  non-profit;  the  vast  majority  of 
proprietary  schools  are  for-profit.    Colleges  and  universities  are 

academic  institutions?  proprietary  schools  are  mainly  commercial 
entities.  Colleges  and  universities  are  owned  publicly  and 
privately;  proprietary  schools  are  primarily  privately  owned. 
Colleges  and  universities  rarely  change  ownership;  proprietary 
schools  commonly  change  ownership.  Colleges  and  universities  do 
not  employ  commissioned  marketing  representatives;  proprietary 
schools  commonly  use  commissioned  marketing  representatives. 
Administrative  and  operational  changes  generally  occur  very  slowly 
at  colleges  and  universities;  oroprietary  schools  have  a  very 
fast-moving  operating  environment. 

Many  proprietary  schools,  by  their  nature,  focus  on  making 
money,  not  on  providing  quality  education.  As  the  staff  reported 
during  the  Subcommittee's  previous  hearing  on  abuses  in  Federal 
student  aid  programs,  education  has  become  big  business.  As  the 
president  of  CareerCom  School  in  Klddietown,  Pennsylvania,  stated 
in  the  July,  1990,  edition  of  'Education  as  Big  Business,"  of  the 
Independent  Journal  of  Private  Career  BrfucgUftn ' 

Thexe  is  no  way  to  escape  being  a  slave  to  the 
quarterly  report.  Quality  education  and  higher 
earnings  are  two  masters.     Vou  can't  serve  both. 

Some  unscrupulous  schools  may  view  it  as  a  waste  of  money  to 
devote  resources  to  teachers*  salaries,  books,  or  materials 
because  this  cuts  into  the  profit  of  the  school*  One  Illinois 
Department  of  Education  official  even  suggested  to  us  that  schools 
are  sometimes  motivated  to  get  away  with  the  minimum  and  BHCOORAGE 
students  to  drop  out  of  the  programs,  especially  if  the  student 
has  completed  50%  or  more  of  the  class.  At  that  point,  a  school 
is  not  required  to  refund  any  money  to  a  student  who  drops  out  of 
the  class. 

Schools  are  marketed,  bought,  and  sold  in  a  system  very 
similar  to  the  multiple  listing  service  used  *  the  real  estate 
business.  Additionally,  school  Owners  of,  earn  excessive 
salaries,  salaries  which  are  derived  prisiarily  from  the  schools 
Title   IV   funds.     The    "Education   fts   Big   Business"    article  also 
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reported  that  the  president  of  CareerCom  in  Kiddletown* 
Pennsylvania,  earned  $687,000  in  salary  and  bonuses  in  one  year, 
compensation  he  defends  as  necessary  for  a  vocational  school  to  be 
competitive.  Otherwise,  he  says,  an  executive  would  leave  to  open 
his  own  school  and  quickly  net  $1  million  a  year. 

The  attitude  of  some  of  these  school  owners  shows  little 
regard  for  the  intended  purposes  of  the  Title  XV  program  and 
overall  indifference  to  the  interests  of  the  Federal  government  in 
the  program.  Quoted  in  the  "Education  as  Eig  Business"  article, 
the  CareerCom  president  states  that  he  has  never  paid  one  dime 
for  a  school  he  has  acquired  and  that  all  of  his  proprietary 
school's  growth  came  without  having  to  invest  any  of  his  personal 
money ,  Instwad,  the  schools  are  principally  funded  through  the 
Title  IV  program*  On  a  similar  note,  a  former  Georgia  school 
owner  informed  Subcommittee  staff  that  the  only  reason  he  was  in 
business  was  to  to  turn  a  profit.  He  stated,  "I'm  a  businessman 
out  to  make  a  profit.  Truly,  I  don't  care  about  the  well  being  of 
these  students. N 

School  owners  readily  admit  that  they  considered  the  1980s  as 
-Big  Bucks  time-  since,  in  actuality,  there  was  no  practical 
barrier  to  any  school  owner  who  wanted  to  participate  in  the  Title 
IV  program.  In  the  July,  1990,  -Education  as  Big  Business* 
article,  the  CareerCom  president  stated  that  during  the  1980s i 

(tjhere  was  no  barrier  to  entry.  It  was  a  time 
when  anybody  in  that  situation  would  have  done  what 
was  done  >  >  *  It  was  an  opportune  time  to  be 
crooked. 

At  every  level,  we  found  that  the  triad  system  is  ill-equipped  to 
deal  with  this  type  of  profit-driven  mentality. 

A)    State  Licensing  Is  Inadequate; 

Our  review  of  the  system  revealed  that,  unfortunately,  the 
effectiveness  of  the  triad  process  breaks  down  where  it  begins, 
with  state  licensing.  State  licensing  is  not  uniform,  most  States 
have  very  weak  or  minimal  standards  for  licensing  proprietary 
schools,  and  State  licensing  efforts  are  generally  poorly  funded. 

State  oversight  and  licensing  responsibility  for  proprietary 
schools  i»  fragmented.  Not  only  do  we  have  50  separate  State 
governments  with  unique  laws,  but  each  State  may  have  as  many  as 
as  50  separate  licensing  bodies  regulating  the  trade  and 
proprietary  schools  in  their  jurisdiction.  In  Georgia,  as  many  as 
45  separate  State  agencies  have  oversight  over  proprietary 
schools,  and  all  these  agencies  have  proprietary  schools  with  high 
default  rates.  in  Florida,  the  Department  of  Professional 
Regulation  has  responsibility  for  cosmetology  and  barber  schools, 
the  Department  of  Transportation  has  responsibility  for  review  of 
truck  driving  schools,  the  Department  of  Insurance  for  schools 
teaching    insurance   sales,    and   the   State   Board   of  Independent 
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Postsecondary  vocational,  Technical,  Trade ,  and  Business  School* 
has  jurisdiction  for  schools  that  do  not  fail  under  another 
agency's  specialty. 

Each  of  these  independent  bodies  issues  licenses  based  on 
their  own  standards ,  without  any  recognised  uniform  minimal 
standards  for  quality  education.  while  the  Department  of 
Education  continues  to  rely  on  State  licenses  as  a  stamp  of 
legitimacy,  there  is  no  consistent  definition  of  the  educational 
prerequisites  for  licensing. 

Even  aside  from  the  lack  of  uniformity,  a  review  of  the 
different  state  standards  for  licensing  is  equally  alarming.  As 
the  Office  of  the  Inspector  General  for  the  U.S.  Department  of 
Education  noted  in  their  July,  1990,  draft  report,  -The 
Departments  Process  for  Recognizing  Accrediting  Bodies  Needs 
Improvement,"  the  requirements  for  becoming  legally  authorised  to 
provide  postsecondary  education  in  a  State  range  from  simply 
filing  and  receiving  a  general  business  license  to  being  evaluated 
and  approved  by  State  boards  of  education.  In  some  States,  an 
institution  can  merely  show  that  it  is  accredited  for  a  license  to 
be  issued.  In  the  Inspector  General *s  draft  report,  they 
referred  to  a  recent  study  by  the  organisation  of  State  Higher 
Education  Executive  Officers,  which  stated  that  to  become  fully 
accredited,  some  accrediting  agencies  require  that  the 
institutions  obtain  nothing  more  than  a  State  license.  As  a 
result,  the  States  and  the  accrediting  agencies  are,  for  the  most 
part,  relying  on  each  other  as  a  requirement  for  full  approval, 
and  the  Division  of  Eligibility  and  Certification  is  relying  on 
both  of  them  as  a  prerequisite  for  determining  eligibility.  At 
this  point,  Mr.  Chairman,  we  need  to  stress  that  the  IG's  report 
is  only  a  draft  and  that  the  Department  of  Education  has  not  yet 
had  an  opportunity  to  comment  on  the  report. 

Ve  were  also  told  that  States  often  view  proprietary  schools 
as  stepchildren  and  do  not  allocate  adequate  resources  for 
oversight  of  these  schools;  rather,  the  States  devote  most 
resources  to  primary  and  secondary  education  and  colleges  and 
universities,  leaving  a  gaping  hole  regarding  proprietary 
schools.  For  example,  in  Georgia,  the  legislature  funds  only  two 
employees  to  review  proprietary  school  applications  and 
qualifications.  Similarly,  the  Florida  Department  of  Education 
employs  only  one  part-time  attorney  to  represent  the  State  in 
licensing  actions.  Given  the  lack  of  manpower ,  the  staff  warn  told 
that  many  States,  such  as  Florida,  are  reluctant  to  aggressively 
pursue  some  "bad"  schools,  since  it  generally  involves  extended 
litigation.  This,  in  turn,  often  leads  to  otherwise  unwarranted 
compromises  that  allow  bad  schools  to  continue  to  operate. 

State  resources  are  taxed  further  because  the  disgruntled 
students  from  bad  proprietary  schools  turn  first  to  them  to  seek 
assistance  and  to  voice  their  complaints.  States  are  fielding 
most  of  the  complaints  about  bad  schools,  because  students  do  not 
know  whom  to  consult  within  the  U.S.  Department  of  Education  and 
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may  not  know  that  an  accrediting  agency  may  be  referred  to  when 
problems  arise*  Unfortunately,  because  many  State  laws  regulating 
proprietary  schools  have  such  minimal  standards,  the  States  can  do 
little  more  than  forward  the  complaint  to  the  accrediting  agency 
or  the  U.S.  Department  of  Education. 

ft)  Accreditation! 

Our  investigation  revealed  that  accreditation,  like 
licensing,  is  ill-equipped  to  prevent  fraud  and  abuse  in  the 
student  loan  program  in  the  proprietary  school  arena.  As  notPd 
earlier,  problem  schools  continue  to  obtain  accreditation  with 
apparently  little,  if  any,  difficulty. 

How  is  it  that  these  problem  schools  are  able  to  get  by  the 
most  relied  upon  gatekeeper,  the  accrediting  agency?  Several  main 
avenues  have  emerged. 

jVccradit Atinn  can  be  bought.  We  were  told  that  owners  know 
that  they  can  get  an  unaccredited  school  accredited  simply  by 
buying  an  already  accredited  school  and  developing  some 
connection,  however  tenuous,  between  the  two.  Accreditation  is 
transferrable  in  the  sale  of  schools.  It  is  generally  a  rubber 
stamp  of  approval  from  one  owner  to  the  next.  Donald  Kaufman,  the 
owner  of  the  now-defunct  Connecticut  Academy  in  Georgia,  admitted 
to  the  staff  that  he  bought  his  school's  accreditation  by  buying  a 
school  that  was  already  accredited.  Connecticut  Academy  was  a 
small  school  in  Connecticut  that  was  accredited  by  KATTS  and  ABRKS 
to  teach  medical  assistant  courses.  Kaufman  branched  the  school 
into  Georgia  and  opened  a  campus.  The  branch  was  automatically 
accredited  by  NATTS  and  ABHES  and  given  a  state  license  based  upon 
the  good  reputation  of  the  original  school  in  Connecticut. 
However,  when  a  Georgia  Department  of  Education  official  visited 
the  Georgia  school  for  license  review,  she  found  the  school  so 
sub-standard  that  the  license  was  cancelled.  She  found,  for 
example,  that  the  school  did  not  have  proper  medical  equipment  to 
teach  the  courses  that  had  been  already  accredited  by  ABHES. 

Branching.  Branch  campuses  have  emerged  as  a  significant 
problem  because  they  open  and  automatically  become  accredited  as 
part  of  a  school' s  main  campus,  thus  avoiding  a  eite  visit  by  the 
accrediting  agency.  Branch  campuses  are  also  an  exception  to  the 
Two-Year  Rule,  which  requires  a  proprietary  school  to  be  in 
existence  for  two  years  before  it  may  be  determined  am  an  eligible 
institution  to  participate  in  Title  IV  funding*  Congress  enacted 
this  two-year  rule  to  protect  proprietary  school  students  from 
fly-by-night  institutions. 

The  Inspector  General  of  the  Department  of  Education,  in  his 
February  20,  1990,  management  improvement  report  found  that  a 
major  problem  is  caused  by  schools  who  use  the  branch  campus  route 
to  rapidly  expand  beyond  their  administrative  and  financial 
capabilities.  Further,  says  the  XG,  the  recent  growth  in  the 
proprietary    school    industry,     aided    significantly    by  branch 
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campusing,  has  placed  a  i train  on  both  State  licensing  and 
accrediting  agencies,  to  the  point  that  their  ability  to  control 
quality  and  ensure  accountability  has  been  significantly  reduced. 
As  the  Subcommittee  noted  in  the  hearings  earlier  this  year,  the 
students  and  the  taxpayers  are  paying  the  price  for  these 
shortcomings • 

Branching  is  done  by  both  unethical  schools  whose  purpose  is 
to  profit  at  the  expense  of  students  and  taxpayers,  as  well  as  by 
schools  that  inadvertently  overextend  themselves  and  are  forced  to 
close  before  completing  the  program  of  education.  Students  are 
harmed  by  both  of  these  types  of  schools  because  they  are  held 
responsible  for  repaying  loans  for  education  not  provider* 

According  to  Federal  regulations,  the  five  criteria  by  which 
branch  campuses  could  be  excepted  from  the  two-year  rule  ares  the 
parent  school  is  well  established  in  the  State  as  evidenced  by 
having  been  in  existence  for  at  least  five  years  under  the  same 
ownership;  the  parent  school  is  an  eligible  institution?  the 
parent  school  owns,  operates,  manages,  or  controls  the  branch-  and 
exercises  acceptable  supervision  over  the  branch;  the  school 
requesting  the  waiver  is  accredited;  and  the  branch  meets  ail 
other  requirements  to  receive  Title  IV  funds,  such  as  acceptable 
financial  statements  and  refund  policies.  According  to  the 
Inspector  General,  however,  these  criteria  are  not  relied  upon  in 
practice.  Instead,  if  branches  are  licensed  and  accredited, 
either  by  full  accreditation,  or  interim  or  provisional 
accreditation,  they  will  generally  be  approved  for  Title  IV 
participation. 

The  Inspector  General  describe*  interim  or  provisional 
accreditation  as  providing  coverage  via  the  institutional 
accreditation  of  the  main  campus  until  all  accreditation  steps  are 
completed,  a  process  which  can  take  up  to  12  months.  Although 
some  accrediting  agencies  perform  on-site  reviews  prior  to 
granting  interim  accreditation,  others  require  only  an 
application.  As  a  result,  a  school  could  submit  a  branch 
application,  be  granted  interim  accreditation  and  eligibility  and 
disburse  student  Financial  Aid  funds  for  up  to  a  year  without  ever 
having  an  on-site  review.  Although  accreditation  does  not 
guarantee  financial  and  administrative  capability  or  fully 
substitute  for  the  two-year  rule,  full  accreditation  and  the- 
associated  on-site  reviews  do  provic j  at  least  some  level  of 
assurance  that  a  school  does  exist  and  students  and  teachers  are 
present . 

Our  investigation  revealed  numerous  examples  where  branching 
had  been  used  by  schools  to  authorise  participation  in  the  student 
loan  program,  thereby  side-stepping  the  review  process ,  y0r 
example: 

•*  In  California,  the  fiimej;  of  the  formerly  unaccredited 
Balin  school  chain  bought  a  small  drafting  school  in  Atlanta, 
Georgia,    accredited   by   SACS.     SACS   allowed   the   small  Atlanta 
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school,  with  only  40  student* ,  to  become  the  parent  campus  for  the 
other  California  schools,  which  taught  several  hundred  students- 
How,  all  the  campuses  are  eligible  to  obtain  Title  IV  fund*. 


funds.  Obtaining  the  greatest  amount  of  Title  XV  funds  became  a 
goal  at  the  school.  During  an  interview  with  the  staff,  a  former 
recruiter  for  the  school  stated  that  he  was  instructed  to  sign  up 
students  for  student  financial  aid,  even  if  they  had  the  ability 
to  pay  without  the  assistance.  After  working  at  the  school  for  a 
short  time,  the  recruiter  quit.  He  eaid  that  he  was  disillusioned 
and  tired  of  lying  to  poor,  disadvantaged,  vulnerable  people. 

pt.    Mary'*   af    th»  in  Dodge  City,    Kansas,    is  a 

church-affiliated  school  and,  according  to  Kansas  law,  is  exempt 
from  all  forms  of  State  oversight,  including  licensing.  It  is 
accredited  by  the  Korth  Central  Association  of  Colleges  and 
Schools,  a  regional  accrediting  agency.  Recently,  St.  Mary's 
agreed  to  manage  a  truckdrivar  correspondence  school  in  Texas. 
Because  of  the  licensing  exemption  of  St.  Mary's,  any  future 
truckdriver  school  branch  in  Kansas  would  also  be  exempt  from  a 
State  license.  The  Texas  truck  driving  branch  was  automatically 
granted  accreditation  and,  therefore,  eligibility  for  Title  XV 
funds.  Reportedly,  ninety-nine  percent  of  the  Texas  truck-driving 
students  are  now  on  Federal  financial  aid,  despite  the  fact  that 
the  school  has  never  been  independently  reviewed  for  licensing  or 
accreditation.  When  the  branch  school  on  truck  driving  attempted 
to  recruit  from  Georgia,  the  Georgia  Department  of  Education 
refused  to  license  their  recruiters*  A  Georgia  licensing  official 
vis i tad  the  school  and  decided  that  the  educational  programs  fell 
short  of  even  the  most  minimal  educational  standards.  Upon 
completion  of  the  course,  the  studente  received  belt  buckles 
instead  of  certificates  as  is  required  by  Georgia  law. 

At  least  four  major  accrediting  agencies  have  recently 
adopted  policies  that  will,  if  implemented,  take  some  initial 
measures  to  curb  the  growth  of  branch  campuses.  Two  of  the 
agencies  have  policies  whereby  free-standing  institutions  are 
allowed  only  one  application  for  a  branch  campus  to  be  in  process 
at  any  one  time.  The  policies  of  the  third  allow  only  two  branch 
campuses  for  each  main  campus  while  the  policies  of  the  fourth 
allow  only  one  in-process  branch  campus  application  for  small 
schools  and  five  for  large  corporate  schools*  While  these 
policies  are  steps  in  the  right  direction,  it  is  still  far  short 
of  the  increased  attention  that  the  problem  demands. 
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Site  examinations  ,ar*  filing  to  catch  bad  «ghoQia.  our 
review  disclosed  that  schools  often  become  pre~accredited ,  and 
thus  eligible  for  participation  in  the  student  loan  program, 
without  undergoing  a  site  visit*  Branch  campuses  are  accredited 
as  part  of  main  campuses,  either  without  being  visited  at  all.  or 
by  being  visited  long  after  the  deadline  ha*  passed.  Moreover, 
site  examination  teams  can  be,  and  have  been,  Misled  to  a  location 
other  than  the  one  they  are  meant  to  visit.  For  instance,  South 
Florida  Vo-Tech,  formerly  known  as  the  vocational  Training  Center 
in  Miami,  Florida,  was  accredited  by  SACS  and  supposed  to  offer 
nursing  assistant  and  respiratory  therapy  courses.  Xn  reality, 
the  'school*  consisted  of  nothing  more  than  a  few  rooms,  one  with 
a  desk  and  another  with  a  hospital  bed.  The  other  "medical" 
equipment  in  the  "school"  was  sparse  and/or  didn't  work. 
Strangely,  the  only  way  to  enter  this  classroom  was  through  a  big 
hole  in  the  dry-wall.  A  single,  interior  door  was  the  only  entry 
into  an  adjacent  tape  and  record  store,  which  sold  largely  x-rated 
material  and  was  run  by  the  school  owner's  son.  The  school  fs 
self-study  document  listed  several  clinical  affiliations, 
including  Jackson  Memorial  Hospital.  When  called,  hospital 
officials  had  no  knowledge  of  any  arrangement  with  the  school. 
We  were  told  by  a  Florida  Department  of  Education  official  that, 
evidently,  SACS  was  taken  to  another  location  when  they  conducted 
their  site  visit. 

School  owners  know  that  site  examinations  are  often 
ineffectual  in  identifying  problem  schools.  A  witness  the 
Subcommittee  will  hear  from  this  morning,  Mr.  Tommy  Wayne  Downs, 
told  the  staff  that  he  laughed  after  his  school's  site  exam  was 
over,  because  it  turned  out  to  be  so  easy.  He  felt  confident  that 
flaws  in  his  school  would  not  be  detected,  because  none  of  the 
members  of  the  NATTS  site  examination  team  had  ever  been  to  a 
barber  school  before,  and  none  of  them  knew  anything  about  cutting 
hair.  Secondly,  he  stated  that  the  school  could  hide  bad  student 
files,  because  the  team  members  viewed  films  that  the  school 
selected  for  them,  rather  than  taking  their  sample  themselves, 
directly  from  the  files.  The  files  which  the  team  members 
requested  were  not  representative  of  the  entire  student 
enrollment;  they  asked  only  for  five  files  of  new  students,  five 
files  from  among  the  most  recent  graduates,  and  five  files  of 
students  who  had  graduated  in  the  previous  six  months.  The  team 
spent  less  than  one  day  at  the  school  to  conduct  the  review. 

We  also  found  evidence  that  schools  will  move  equipment,  in 
one  case,  a  whole  library,  from  one  location  to  another  in 
anticipation  of  a  site  visit  by  state  officials  or  accrediting 
evaluators.  New  york  State  officials  told  us  that  when  they 
accompanied  an  AICS  site  visitation  team  to  an  Adelphi  branch  in 
Brooklyn,  they  found  that  a  small  room,  which  on  a  visit  one  month 
earlier  they  had  found  was  being  used  as  a  storag*  closet,  had 
been  turned  into  a  fully  equipped  library.  Because  these  same 
State  officials  had  just  been  to  this  branch,  they  alerted  the 
AICS  team  personnel  that  it  apparently  had  been  brought  in  purely 
for  the  occasion  of  their  visit.    These  suspicions  were  confirmed 
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when  they  ascertained  that  none  of  the  books  on  the  sheleves  were 
lis  tad  in  the  card  catalogue  file  and,  Moreover,  none  of  the  books 
that  were  on  the  shelves  had  anything  to  do  with  the  subjects 
being  taught  at  the  school.  They  subsequently  reaffirmed  that  the 
library  was  nothing  More  than  a  'stage-prop*  by  going  back  to  the 
school  several  Months  later,  whereupon  they  found  that  it  was 
gone.  If  the  State  officials  had  not  been  there  to  alert  the  AXCS 
team,  it  is  quite  possible  that  this  deception  would  have  gone 
undetected.  The  State  officials  added  that  they  also  found  a 
similar  seas  in  another  nearby  Adelphi  branch,  regarding  which 
they  received  a  tip  that  all  of  the  classroom  training  equipment 
had  been  taken  out  the  day  after  their  visit. 

The  purpose  of  achool  site  exams  is  to  verify  the  information 
that  is  contained  in  the  school's  application  and  self -evaluation 
report.  However,  there  are  other  ways  that  verification  can  be 
conducted.  A  Florida  prosecutor  who  recently  convicted  a 
proprietary  school  owner  in  Tampa  commented  that  verification  can 
start  with  just  a  few  phone  calls.  She  said  that  a  call  to  check 
on  the  owner's  background  would  have  alerted  federal  or  state 
education  officials  and  accrediting  agencies  that  the  "education" 
offered  at  that  owner's  school  was  nothing  more  than  a  fraud.  She 
said,  "He  had  a  totally  fraudulent  resume  and  one  phone  call  would 
have  exposed  them."  For  instance,  he  represented  that  he  had  a 
doctorate  degree.  In  reality,  he  had,  at  most,  only  a  high  school 
education • 

Student  complaints  are  oftimn  not  considered  in  rmviev  or 
renewal       th«  school  for  reaccreditatjon. 

Federal  regulations  require  that  recognised  accrediting  agencies 
have  a  procedure  for  the  timely  review  of  complaints  pertaining  to 
institutional  or  program  quality.  Further,  the  regulations 
require  that  the  complaint  procedure  be  fair  and  equitable  to  the 
person  making  the  complaint  and  to  the  institution  or  program* 

In  a  Hay,  1989/  inspector  General  memorandum  on  Accrediting 
Agency  Complaint  Procedures,  it  was  noted  that  three  proprietary 
school  accrediting  agencies  reviewed  by  the  Inspector  General's 
office  did  have  written  complaint  policies  and  procedures; 
however,  they  varied  substantially  in  form  and  application. 
Although  the  complaint  procedures  were  in  effect,  the  agencies  did 
not  accept  responsibility  for  complaints  related  to  Title  IV 
funding*  Not  a  single  one  of  the  agencies  regarded  itself,  nor 
did  any  want  to  be  regarded,  as  a  watchdog  for  the  Title  XV 
program.  Reflecting  this  attitude,  the  accrediting  agencies  did 
not  inform  schools  and  students  of  the  complaint  procedure,  few 
complaints  were  received,  and  the  Inspector  General  had  very 
scanty  complaint  files  to  review. 

The  Inspector  General  memorandum  concluded  that  the 
accrediting  agencies  and  the  Department  of  Education  havs 
unsatisfactory  mechanisms  to  inform  the  students  and/or  school 
staffs  about  how  and  where  to  complain  if  the  need  arises. 
Adequately    informed    students    and    teachers    aight  dramatically 
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increase  the  number  of  complaints  flowing  to  accrediting  agencies 
and  to  the  Department  of  Education,  thereby  alerting  Title  7V 
gatekeeper*  of  problem  schools. 

_  Dual  accreditation  is  allowed,  we  found  that  schools  often 
seek  accreditation  from  two  or  more  accrediting  agencies  to  ensure 
that  Title  IV  funds  will  continue  to  flow  even  if  the  school's 
accreditation  is  terminated  by  one  of  the  accrediting  agencies. 

As  an  example,  which  will  be  reviewed  in  more  detail  in 
tomorrow • s  testimony,  the  Culinary  School  of  Washington  was 
accredited  by  both  HATTS  and  ACCET.  A  review  of  their  files 
indicated  that  when  Culinary  School  applied  for  accreditation  with 
ACCBT,  it  was  already  under  a  NATTS  investigation  concerning 
allegations  of  fraud  and  misconduct.  Five  months  after  NATTS  had 
filed  a  complaint  to  revoke  their  accreditation,  Culinary  School 
applied  for,  and  eventually  successfully  obtained,  accreditation 
from  ACCET. 

Even  where  there  is  an  attempt  to  revoke  accreditation,  due 
prQCggg,.. Constraints  regarding  the  revocation  of  accreditation  can 
result  in  extensive  litigation  and  substantial  delays  in  cutting 
off  Federal  loans  to  a  "bad*  school.  Schools  are  seeking 
protection  in  the  courts  and  have  been  successful  in  getting 
injunctions  continuing  accreditation  until  the  litigation  ia 
completed,  which  sometimes  takes  years* 

Also,  schools  are  seeking  protection  in  the  bankruptcy  courts 
and  have  been  successful  in  obtaining  automatic  stays  and  having 
accreditation  classified  as  an  asset.  For  instance,  a  student  who 
attended  the  Florida  College  of  Careers  recently  complained  to  the 
school' s  accrediting  agency,  AXCS,  that  he  was  having  trouble 
obtaining  copies  of  his  financial  aid  transcripts  from  the 
school.  The  school  had  closed,  and  he  was  seeking  further 
schooling  from  a  community  college  which  required  his  prior 
transcripts  for  him  to  be  eligible  for  additional  financial 
assistance.  AICS  was  powerless  to  help  and  explained  that  they 
could  not  take  adverse  action  against  the  school,  because  the 
courts  have  classified  accreditation  as  a  protected  asset  under 
the  bankruptcy  laws. 

Finally,  expectations  differ  on  the  duties  of  the  AAEB  and 
the  HAC,  but  there  are  also  differing  expectations  on  what  the 
duties  and  responsibilities  of  the  accrediting  agencies  are.  The 
U.S.  Department  of  Education  expects  accrediting  agencies  to  give 
assurance  that  schools  in  Title  IV  programs  will  provide  quality 
education  to  students.  part  of  that  function  is  to  monitor 
schools  once  they  have  been  accredited,  to  assure  that  the 
educational  standards  are  maintained.  To  a  degree,  this 
monitoring  function  translates  into  a  policing  function  when  the 
agency  must  take  action  against  a  school  for  failing  to  comply 
with  established  standards.  1 
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Accrediting  agencies,  however,  object  to  this  policing 
function.  It  create*  an  inherent  conflict  that  cannot  be 
effectively  overcome .  Because  once  a  achool  it  approved  by  an 
accrediting  agency,  the  egency  miumi  another  role  *h# 
schools  an  advocate.  Many  agencies  have  formed  powerful  lobbying 
groups  and  liticai  action  coeaUttees  and  represent  their  achool* 
in  this  capac*-y.  The  accrediting  agencies  argue  that  they  ere 
not  regulatory  agencies,  that  they  lack  the  financial  resources  to 
perform  the  policing  function,  and  they  reject  the  burden  placed 
upon  then  to  oversee  the  appropriate  administration  of  Title  Iv 
funds  at  schools. 

ACCREDITATION  IS  NOT  THE  ONLY  WAT  TO  CHECK  QUALITY  EDUCATION i 

Although  the  Department  of  Education  relies  on  accrediting 
agencies  to  assure  that  schools  participating  in  Title  IV  provide 
quality  education,  not  all  federal  agencies  follow  their  example. 
Years  ago,  the  Department  of  veteran's  Affairs  discontinued  their 
reliance  on  accrediting  aqencies  to  approve  schools  that  offer 
quality  education  for  veteran*.  The  VA  had  discovered  that  after 
world  war  It,  veterans  were  wasting  their  GI  bill  funds  and  other 
benefits  at  accredited  schools  that  often  failed  to  provide 
adequate  education.  To  correct  this  problem,  the  VA  implemented 
the  State  Approving  Agencies  program  in  place  of  accrediting 
agencies .  It  is  designed  to  ensure  that  veterans*  education 
benefits  are  spent  on  schools  which  offer  education  that  i»  not  a 
rip-off. 

In  the  State  Approving  Agencies  (SAA)  program,  Congress 
established  a  program  that  encourages  the  chief  executive  officer 
of  each  State  to  enter  into  a  contract  with  the  Pederal  government 
tc  monitor  educational  programs  in  the  State  and,  using  Federal 
law,  regulation,  and  the  contract,  to  determine  which  programs  axe 
eligible  to  enroll  persons  using  veteran  benefits. 

Before  a  veteran  may  use  their  benefits  at  a  particular 
school,  the  educational  program  must  first  be  approved  by  the  VA, 
The  VA  uses  the  State  Approving  Agencies  system  in  almost  all 
States,  but  in  rare  cases,  where  there  is  no  SAA,  the  VA  regional 
office  performs  the  eligibility  determination-  Under  the 
contract,  States  are  re-imbursed  for  reasonable  and  necessary 
expenses  of  salary  and  travel  incurred  by  employees  and  an 
allowance  for  administrative  expenses.  The  VA  obligates  $12 
million  per  year  for  the  State  Approving  Agencies  program. 

There  are  now  67  State  approving  agencies  that  evaluate 
schools  and  programs.  When  significant  findings  that  need 
correction  are  found  within  a  program,  the  school  ie  given  the 
opportunity  to  make  corrections.  If  these  changes  are  not  made, 
approval  to  participate  in  the  veterans*  program  is  withdrawn.  In 
instances  where  gross  violations  are  found,  there  are  no  due 
process  procedures  that  the  SAA  must  follow  when  removing  schools 
from    the    approved    list.      Regarding    withdrawal,    schools  are 
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encouraged  to  voluntarily  withdraw  rather  than  forcing  the  issue. 

Despite  their  similar  interest*,  there  is  no  communication 
between  the  State  Approving  Agencies  and  the  Department  of 
Education*  Each  SAA  operates  under  Federal  law,  regulation,  and 
the  SAA  contract,  under  which  there  is  no  requirement  that  the 
Department  of  Education  be  notified  if  the  SAA  pulls  a  school's 
approval.  This  means  that  a  school  could  continue  to  participate 
in  federally  funded  Title  XV  programs  even  after  the  school  is 
found  to  be  unworthy  of  receiving  Federal  funds  through  the 
Veteran's  Administration.  The  same  thing  occurs  in  reverse t 
Title  IV  funds  could  be  stopped  at  a  particular  school  but  no  one 
at  the  Department  of  Education  would  contact  SAA  to  warn  them. 

Several  schools  are  still  operating  and  participating  in 
either  of  these  Federal  programs  after  having  their  participation 
in  the  other  revoked.  For  example,  staff  were  told  that  VA 
participation  approval  was  withdrawn  from  an  Indiana  cosmetology 
school,  which  was  NATTS-  and  ACCET-aecredited.  Officials  from  the 
SAA  stated  that  they  took  this  action  when  they  learned  that  the 
school  owner  was  moving  her  equipment  around  from  location  to 
location  during  program/site  reviews  because  there  wasn't 
equipment  for  all  her  beauty  school  locations .  Despite  those 
findings,  the  school  is  still  accredited  and  is  still  receiving 
Federal  student  loan  funds. 

We  spoke  to  several  people  who  compared  the  effectiveness  of 
the  vA's  SAA  program  to  the  Department  of  Education's  reliance  on 
accrediting  agencies.  Several  opined  that  accrediting  agencies 
have  no  accountability  to  the  public,  yet  they  effectively  control 
who  receives  millions  in  dollars  in  Federal  funds.  Some  of  these 
experts  think  that  public  functions  should  never  be  trusted  to 
non-public  entities.  Accountability  is  lessened,  because  there  is 
neither  public  election  to  post  nor  budget  control  by  the  tax 
payor;  nor  are  the  entity's  records  disclosable. 

We  heard  complaints  that  the  large,  national  accrediting 
agencies  are  out  for  the  dollars,  rather  than  ensuring  the  quality 
of  education.  Unlike  SAA's  annual  visits,  we  were  told  that 
accrediting  bodies  do  not  visit  schools  frequently  enough  (once 
•very  three  to  five  years)  to  be  sound  in  their  evaluations. 

The  SAA  program,  though,  is  not  without  its  problems.  The 
programs  vary  from  State  to  State;  and  some  States  administer  weak 
programs.  On  the  whole,  however,  many  experts  feel  that,  although 
the  SAA  system  is  not  perfect,  it  is  a  much  better  system  than 
that  of  relying  solely  on  State  licensing  and  accreditation  for 
participation,  as  does  the  Department  of  Education. 

C)    U,S.  Department  of  Education  CritiCiMU 

The  U.S.  Department  of  Education  is  directly  involved  in  two 
parts  of  the  triad t  in  selecting  which  accrediting  agencies  will 
be  recognired  by  the  Secretary  of  education;   and  by  certifying 
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that  the  institution  is  financially  and  administratively  qualified 
to  participate  in  the  Title  IV  programs.  Our  review  shows  that, 
in  both  aspects,  the  Department  *b  oversight  efforts  fall 
significantly  short  of  what  is  needed  to  effectively  combat  waste, 
fraud,  end  abuse  in  student  loan  programs. 

1.  AAEB/National  Advisory  Coawittee  on  Accreditation  and 
Institutional  Eligibility* 

The  National  Advisory  Committee  on  Accreditation  and 
Institutional  Eligibility  (NAC)  is  a  I 5 -member  group  of  volunteers 
who  are  appointed  by  the  Secretary.  Their  sole  purpose  is  to 
review  the  qualifications  of  accrediting  agencies  in  their 
applications  to  be  recognised  by  the  Secretary.  Renewal 
recognition  petitions  are  also  reviewed  by  the  MAC .  The 
Accrediting  Agency  Evaluation  Branch  (AAEB)  ie  the  support  staff 
for  the  NAC.  They  are  the  people  who  actually  review  the 
applications,  gather  details  About  the  agency's  qualifications  for 
recognition,  and  make  recommendations  for  the  NAC  to  consider  in 
thsir  evaluations. 

we  found  that  the  U.S.  Department  of  Education  exercises 
very  minimal,  if  any,  oversight  over  the  accrediting  bodies.  They 
are  considered  completely  independent,  private  bodies;  and  once 
they  are  listed  in  the  Federal  Register  as  recognised  by  the 
Secretary,  Federal  oversight  is  seemingly  non-existent.  Within 
the  last  10  years,  no  accrediting  agency  has  been  removed  from 
the  recognition  list. 

The  Accrediting  Agency  Evaluation  Branch's  (Evaluation 
Branch)  procedures  for  reviewing  accrediting  agencies  ere 
inadequate  to  provide  the  quality  education  assurances  that  ere 
required  by  Federal  regulations.  (34  CFR  602.10)  The  reviews  by 
this  staff  of  currently  four  individuals  generally  consist  of  a 
review  of  the  petition  and  a  two  to  three  day  site  visit  at  the 
accrediting  agencies  and  the  schools.  The  reviews  generally  do 
not  concentrate  on  how  well  the  accrediting  body  has  performed  its 
responsibilities,  but,  rather,  on  whether  its  petition  for 
recognition  states  on  its  face  that  it  meets  all  of  the  criteria 
established  by  statute,  in  essence,  the  process  of  preparing  the 
petition  is  nothing  more  than  regurgitating  the  Federal 
requirements  and  stating  that  they  are  in  compliance. 

Little  verification  is  conducted,  and  when  it  is  conducted, 
the  information  discovered  tends  to  be  ignored.  Even  when  the 
Department  knows  of  an  accrediting  agency  that  is  reportedly 
unreliable  in  assuring  quality  educational  programs,  appropriate 
action  is  not  taken  by  officials  to  obtain  and  analyse  all 
relevant  information  to  perform  an  adequate  review  of  the 
situtaion.  Without  this,  the  National  Advisory  Committee  (NAC) 
cannot  make  the  appropriate  recommendation  to  the  Secretary. 

For  instance,  the  Accrediting  Commission  for  Continuing 
Education  and  Training,  ACCET,  a  large  national  accrediting  agency 
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was  recently  recommended  for  continued  recognition  by  the 
Evaluation  Branch,  even  though  the  Evaluation  Branch  identified 
tiltfZ *io?t  d«^cienciea  that  affected  the  agency's  ability  to 
perform  its  responsibilities  in  an  effective  Manner*  The 
Accrediting  Agency  Evaluation  Branch  alao  obtained  third -party 
information  in  the  for*  of  complaints  by  or  on  behalf  of  students 
enrolled  at  ACCET-accredited  schools.  These  complaints  Indicated 
that  the  agency  was  not  always  accrediting  quality  schools  and 
that  deficiencies  in  th*  Wi  accrediting  procedures  allowed 
inferior  schools  to  slip  through  the  process.  Several  students 
and  their  attorney  were  tuld  that  they  would  have  en  opportunity 
to  address  the  NAC  about  their  problems  with  ACCfT,  yet  the 
Evaluation  Branch  did  not  notify  the*  of  the  hearing,  and  they  did 
not  have  an  opportunity  to  present  their  position.  However,  the 
Evaluation  Branch  did  not  provide  all  of  the  third-party 
information  to  the  NAC,  because  it  did  not  consider  it  to  be 
relevant.  The  Evaluation  Branch  recommended  recognition  to  NAC, 
because  overall  it  believed  that  the  petition  met  the  criteria  in 
the  regulations  and  that  the  deficiencies  could  be  resolved  within 
one  year.  Almost  without  exception,  the  KAC  abides  by  the 
recommendations  of  the  AAEB.  * 

Also,  the  Evaluation  Branch's  review  does  not  always  consider 
all  pertinent  information  within  the  Department  itself  regarding 
the  schools  accredited  by  the  agency.  For  example,  the  Office  of 
Postsecondary  Education's  Certification  branch  was  monitoring  52 
schools,  because  they  failed  to  meet  the  financial  responsibility 
and/or  administrative  capability  requirements.  However,  the 
Evaluation  Branch  did  not  review  this  or  other  data  within  the 
Department  because  they  had  insufficient  time  to  do  so. 

The  NAC ' s  time  constraints  are  also  debilitating.  The  NAC 
meets  only  twice  yearly,  with  each  meeting  lasting  only  two  or 
three  days,  within  this  time,  the  NAC  must  review  new  petitions 
recogni*ed"Ua         r*vi«*    the    100    accrediting    agencies  already 

*  X"  2dc*ition  to  information  within  the  Department,  we  found 
tnat  AAEB  does  not  always  consider  relevant  outside  inf onset ion 
such  as  the  fact  that  one  accrediting  agency  was  named  in  a 
lawsuit  brought  by  the  California  Attorney  General.  The  lawsuit 
alleged,  in  part,  that  the  agency  accredited  schools  even  though 
it  knew  or  reasonably  should  have  known  that  the  schools  did  not 
oft,#  or,*°r#  ot  V»  *g**ey'a  Accreditation  standards. 
Although  the  lawsuit  was  filed  about  the  same  time  as  the  KAC 
hearings,  AAEB  did  not  use  this  information  subsequent  to  the 
hearings  so  that  the  NAC  could  reconsider  its  recommendations  to 
the  Secretary  to  recognise  the  agency. 

During  interviews  with  Subcommittee  staff,  the  Evaluation 
Branch  ataff  stated  that  their  responsibility  under  the  law  and 
the  regulations  is  limited  and  that  this  prevents  them  from 
conducting   more   in-depth   reviews   of   accrediting   agencies.  To 
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support    this   position,    they    rely   on   the   Education   Depar  went 
Organisation  Act,  PL  96-88,  which  states  that? 

No  provision  of  a  program  administered  by  the  Secretary 
. . .  shall  be  construed  to  authority  the  Secretary  .  . .  to 
exercise  any  direction,  supervision*  or  control  ovar  the 
curriculum,  program  of  instruction,  school,  or  achool 
system,  torl  ov0r  any  accrediting  agency  or  association, 
except  to  tha  extent  authorised  by  law. 

The  also  cite  20  USC  Section  481 (b)  of  the  Higher  Education  Act  of 
1965  which  states  that  the  Secretary t 

...  shall  not,  as  a  condition  of  recognition  ...  impose 
upon  any  accrediting  body  or  bodies  standards  which  are 
different  or  more  restrictive  than  the  standards 
provided  in  this  section • 

The  standards  referred  to  in  the  statute  are  for  the  most 
part  vague  and  do  not  define  "quality  education."  Some  of  the 
standards  are,  "sufficient  experience"  in  the  area  the  agency 
seeks  accreditation,  whether  the  agency  is  national  or  regional  in 
its  "scope  of  activity,"  that  the  agency  publishes  material  on  its 
"purpose,  scope,  and  operational  information,"  that  the  agency's 
policies  have  -national  recognition,"  that  the  agency  has 
-sufficient  resources  to  carry  out  its  function,"  and  has 
"integrity  of  purpose*" 

The  inspector  General  has  found  that  AAEB  management  believes 
that  the  recognition  regulations  {34  CFR  602)  do  not  provide  them 
with  the  necessary  criteria  to  hold  accrediting  agencies 
accountable.  As  a  result,  even  when  they  are  aware  of  an 
accrediting  agency's  apparent  problems,  they  claim  that  the 
regulations  leave  them  powerless  to  enforce  standards  on  the 
agency . 

As  a  witness  will  testify  later  in  the  hearing,  her 
experience  on  NAC  was  frustrating  because  more  than  half  of  the 
people  on  it  knew  nothing  about  accreditation  issues.  The 
Secretary  is  not  restricted  by  any  limitations  in  who  can  be 
appointed.  Some  of  the  non-education  people  who  have  served 
include  a  sales  manager,  an  employee  of  a  California  winery,  and 
students. 

Unless  AAEB  performs  more  in-depth  reviews  and  considers  all 
information  available  concerning  an  accrediting  agency's 
performance,  including  how  it  handled  problems  with  schools  that 
it  accredited,  the  Secretarial  recognition  process  cannot  be 
relied  on  by  the  public  to  identify  agencies  that  are  reliable 
authorities  as  to  the  quality  of  education  and  training.  Further, 
if  the  Department  cannot  be  sure  that  the  accrediting  agencies 
perform  in  an  effective  manner  and  cannot  take  appropriate  action 
when  deficiencies  come  to  its  attention,  then  it  should  consider 
eliminating  or  reducing  its  reliance  on  accreditation  as  part  of 
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the  criteria  for  eligibility  to  participate  in  its  student 
financial  assistance  programs. 

2,    Eligibility  end  Certification t 

Ve  also  found  serious  shortcomings  in  Department  of  Education 
efforts  in  its  second  area  of  direct  responsibility!  eligibility 
and  certification.  According  to  officials  within  the  Office  of 
the  Inspector  General ,  the  Department's  eligibility  review  amounts 
to  nothing  more  then  a  cursory  review  of  the  paperwork.  no 
verification  is  conducted  to  ascertain  if  a  school  actually  has  a 
valid  license  and  if  the  school  actually  is  accredited.  A  finding 
of  eligibility  aerely  depenas  on  the  word  of  the  school* 

Once  the  Department 1 s  Office  of  Eligibility  and  Certification 
determine*  an  institution  to  be  eligible,  it  rarely  revokes  the 
eligibility  for  reasons  other  than  the  loss  of  a  license  or 
accreditation.  When  officials  in  the  Eligibility  branch  were 
questioned  about  this  by  the  Inspector  General  of  the  Department , 
they  stated  that  they  lack  the  statutory  authority  to  revoke  an 
institution's  eligibility  except  tfh*m»  an  institution  loses  its 
accreditation  or  its  State  licenso,  or  it  closes*  A  revocation 
action  against  an  institution  would  only  be  initiatmd  if  the 
accrediting  agency  or  State  licensing  authority  first  completed 
such  action.  Again,  we  found  an  institution* 1  eligibility  to 
participate  in  the  student  loan  programs  being  effectively 
decided  by  accrediting  agencies  and  States,  rather  than  the 
Department  of  Education. 

Another  problem  with  the  eligibility  process  is  the 
Eligibility  branch's  inability  to  deal  with  instances  whexre 
institutions  have  obtained  a  second  accreditation  as  a  safeguard 
against  losing  their  first  one.  Loss  of  accreditation  is  normally 
one  of  the  three  conditions  where  an  institution  can  lose  its 
aligibility  to  participate  in  the  SPA  programs.  However,  if  en 
institution  maintains  dual  accreditation,  then  loss  of 
accreditation  from  one  agency  will  not  result  in  loss  of 
eligibility.  In  these  cases,  if  the  first  accrediting  agency 
withdraws  its  approval,  the  institution  remains  eligible  by  virtue 
of  approval  by  the  second  accrediting  agency.  Although  this  may 
be  a  signal  that  the  school  has  significant  problems,  the  loss  of 
accreditation  does  not  trigger  &  Department  of  Education 
investigation. 

The  Student  Loan  Reconciliation  Amendments  that  went  into 
effect  in  1989  included  a  section  on  the  effect  of  loss  of 
accreditation  and  say  help  to  resolve  some  of  the  weaknesses 
concerning  dual  accreditation.  The  legislation  provides  for  the 
loss  of  eligibility  under  the  Act  for  any  institution  that  has  had 
its  institutional  accreditation  withdrawn  or  who  withdraws  from 
its  accrediting  association  when  it  becomes  clear  that  its 
accreditation  is  at  risk.  However,  even  with  this  law  enacted, 
there  is   still  a   significant  time   lag  between  the  accrediting 
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agency  action,  notice  to  the  Department,  and,  finally,  cutting  off 
the  flow  of  student  loan  funds. 

we  also  found  that  the  Department  »ay  fail  to  take  corrective 
action,  even  when  it  discovers  that  it  previously  approved  an 
ineligible  institution.  In  one  instance,  the  Inspector  General 
found  that  an  institution  continued  to  participate  in  the  student 
loan  programs  for  several  years  and  drew  down  nearly  S47lr 7??' 
despite  the  fact  that  the  Department  knew  they  were  not  eligible 
for  any  money.  Other  problems  that  we  were  told  of  included! 
incomplete  list  of  eligible  institutions  in  the  Institutional  Data 
System  (IDS);  misplaced  or  lost  manual  eligibility  files  due  to 
lack  of  proper  controls?  and  no  practice  of  logging  and  tracking 
complaints  against  institutions,  in  order  to  assure  resolution* 

During  our  investigation,  we  were  repeatedly  told  that  the 
Departments  Certification  process  also  does  not  verify  the 
information  in  applications  submitted  by  schools  that  have  been 
licensed  and  accredited  and  allows  virtually  all  the  schools  that 
apply  for  certification  and  eligibility  to  get  into  the  Title  IV 
program.  This  year,  the  Inspector  General's  office  determined 
that,  during  FY  1986  through  FY  1S88,  about  2,087  institutions 
were  reviewed  by  the  Certification  branch,  with  2,024,  or  97%, 
ultimately  being  certified.  About  800,  or  38%  of  these 
institutions  were  financially  troubled  and/or  had  administrative 
deficiencies.  During  this  period,  obout  150  of  the  institutions 
closed  with  approximately  SO  of  the  institutions  closing  abruptly 
before  all  educational  services  were  provided  to  students,  As  a 
result,  millions  of  dollars  in  SFA  funds  were  wasted  and  the 
students  were  burdened  with  debt  for  loans  for  services  they  did 
not  receive. 

The  Department  has  been  critical  internally,  also.  The 
Department  of  Eligibility  and  Certification's  Financial  Analysis 
Section  found  that  its  procedures  were  not  designed  to  screen  out 
financially  troubled  schools.  As  a  result,  some  schools  were 
certified  to  participate  in  the  Title  IV  programs  without  adequate 
measures  being  taken  to  protect  the  government's  and  the  students* 
interests.  At  times,  surety  arrangements  are  used  for  schools 
that  were  not,  in  fact,  financially  responsible*  However,  the 
amount  of  the  surety  arrangements  the  schools  posted  represented 
only  a  fraction  of  the  potential  loss  in  Federal  funds  in  the 
event  that  the  institution*  closed.  For  instance,  in  fiscal  year 
1987,  over  200  schools  had  surety  arrangements  totalling  about  $10 
million,  while  Guaranteed  Student  Iioans  at  risk  were  in  excess  of 
$200  million.  Koreover,  when  schools  with  surety  arrangements 
closed,  the  Department  of  Education  failed  to  collect  on  them.  In 
si*  cases,  $1  million  in  surety  arrangements  were  not  collected, 
Moreover,  Certification  did  not,  in  some  instances,  revoke  an 
institution's  certification  despite  its  worsening  financial 
condition. 

We  also  found  that  the  Department's  Administrative  Analysis 
Section     certifies     institutions     even     when     they     have  clear 
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indicators  of  administrative  def iciencies.  Two  such  deficiencies 
are  withdrawal  rates  exceeding  331  and  default  rate*  exceeding 
2  However,      institutions      are     apparently     not  denied 

?!f^f icmtiotl  ™  »*tter  how  far  they  exceed  these  tolerance 
levels,  we  found  many  instances  where  withdrawal  rates  were  ovor 
501,  and  Certification  did  not  take  action  to  witnhold 
S!f5,f"Hon  °f  P1*"  appropriate  restrictions  on  the  school's 
participation  in  student  financial  aid  programs.  In  these 
circumstances,  Certification  would  certify  the  institutions,  but 
would  place  the  institution  on  their  monitoring  list.  The 
monitoring  list  merely  meant  that  the  school  was  required  annually 
to  report  the  status  of  its  excessive  withdrawal  end/or  default 
rates.  in  addition,  even  though  schools  failed  to  correct  or 
reeled        *ithdrwai  and/°r  <tefa»*t  rates,  certification  was  not 

Institutions  that  add  branch  campuses  do  not  undergo  a 
recertif ication  review  since  this  is  not  required  by  regulations. 
This  causes  problems  because  the  financial  structure  and 
administrative  capabilities  of  institutions  can  be  affected 
considerably  by  institutions  that  add  branch  campuses.  The 
Certification  branch  does  not  recertify  these  institutions  because 
the  ownership  remains  the  same,  and  no  analysis  is  performed  to 
determine  whether  the  new  institution  is  financially  or 
^^™rfUn<y<  "P**1*  °j  handling  the  expansion.  Education 
Department  officials  advised  us  that  they  agree  there  is  a  need  to 
recertify  in  itutions  when  they  add  branch  campuses.  The 
officials  no  ed  that  they  currently  Ho  not  have  the  staff 
necessary  to  perform  this  function;  how  v*tt  they  stated  that  they 
intend  to  take  steps  to  make  recertif ication  a  part  of  the  overall 
certification  control  process. 

Even  from     the     branching     issue,     there     are  no 

requirements  for  any  institutions  to  be  recertified  unless  they 
undergo  a  change  of  ownership.  After  initial  certification, 
institutions  may  never  again  be  reviewed  for  their  financial 
responsibility  and  administrative  capabilities  to  participate  in 
student  financial  aid  programs.  ^ 

n^il^  w°rt'   dS  U   4*   now'    tha  Apartment's  Eligibility  and 

f^if  ication    process    amounts    to  nothing    more    tnan    a  paper 

shuffle,  a  rubber  stamp  of  approval,  regardless  of  the  information 
that  is  submitted  for  review. 

V.    Other  Contributing  Factors  Which  Allow  Problem:  Schools 
To  Enter  and  Remain  in  the  System 

hi — Lack  of  Commimic*tJftn,| 

There  is  little  or  no  communication  among  accreditino 
agencies,  the  U.S.  Department  of  Education  and  State  licensing 
bodies  and  no  verification  of  information  contained  in 
applications  to  each  triad  member.  For  instance,  a  State 
education  official  told  us  of  a  school  that  started  a  new  program 
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without  prior  State  licensing  approval  and  then  falsely  stated  to 
it*  accrediting  agency,  and  to  the  U.S.  Department  of  Education, 
JxlicTof  cSiflcaUon  and  Eligibility,  that  the  achool  v„ 
licensed  to  offer  the  program.  Ho  one  fro*  the  accrediting  agency 
or  the^epart»ent  of  Education  took  atep.  to  verify  the  existence 
of  the  license  with  State  official*. 

There  is  very  little,  if  «ny,  inter-accrediting  *9*^y 
communication  aboul  terminated  schools.  when  one  •^'•£^n* 
agency  terminates  a  school  for  failing  to  comply  with  standard., 
the  other  accrediting  agencies  are  not  put  on  notice.  Where  tne 
agencies  know  of  dual  accreditation,  they  do  not  contact  the  other 
agencies  to  alert  them  of  problems- 

Bj    self-rayuiation/ronfiictg  of  interest 

The  accrsditation  and  licensing  legs  of  the  triad  we  have 
described  both  rely  upon  self -regulation.  Self-regulation  depend, 
on  the  actual  and  perceived  integrity  of  the  proce..,  and  sssumes 
that  schools  will  be  treated  fairly,  in  accordance  with 
conL.tentlv  applied  and  uniform  rules  and  regulations.  Our 
review!  however ,  has  uncovered  at  least  two  potential  problem,  in 
this  regard. 

First,  even  though  it  could  be  argued  that  accrediting  bodies 
and  State  licensing  agencies  operate  as  "quasi  agents  of  tne 
federal government  in9  connection  wiU .their  Title  IV  program 
involvement,  they  are  for  the  most  part  not  .ubject  to  Federal 
.tandards  of  conduct  vis  a  vi«  conflict,  of  •>    *J»  *»J  J* 

Dotential  difficulty  this  presents  is  illustrated  by  a  case 
Tnlllviri  a  State  iLrd  that  oversee.  ^Z™^™*}?^ 
technical,  trade,  and  bu.iness  schools,  which  s«rticipate  in  the 
Title  IV  program.  According  to  a  rough  draft  of  the  masting 
minutes  of  this  State  agency,  a  Board  member  early  this  year 
actively  participated  in  the  deliberations  regarding  a  Jading 
license  for  a  school,  even  though  this  person  had  a  personal 
interest  in  the  outcome.  This  Board  member  due  to 
series  of  transactions,  was  owed  a  siseable  sum  °f  money  for 
equipment  that  was  in  the  hands  of  the  school  owner  whose 
application  was  under  review.  Analogously,  we  found  that  it  is 
nit  uncommon  for  an  accrediting  agency  commissioner  to  •*•©*•• 
school  owner,  whereby  he  might  face  the  V"'™1"*  *«1gJ 
with  matters  regarding  hie  own  eehool.  In  the  absence  or  any 
polily  regarding  recusal,  such  circumstance,  could 
easily  create  an  actual  or  apparent  conflict  of  interest. 

Second,  accreditation  bodies  and  State  licensing  agencies 
rely  on  school  owners  in  key  ««a»  of  their  functional 
responsibilities,  which  as  one  State  *******  V" J**  *\nl£Z 
putting  the  prisoners  in  charge  of  running  the  prison.  in  one 
Itate?9for  exLple,  we  found  that  four  of  the  inda. tj£-«*Ctor 

Bembers  of  its  board  overseeing  proprietary  »chools  we re  also 
sitting  members  if  four  different  accrediting  commissions.  I.e. , 
one  each   from  among  ABHES,    AICS,    NHSC,   «nd  NACCAS-     Thus,  the 
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possibility  arises  that  a  Board  eeaber  might  act  on  a  Stat* 
regulatory  Mttar  regarding  a  school  that  he  had  also  acted  upon 
2™?!?^?  ?f  *R  ^crediting  commission.    Wong  these  lines,  for 

£  £l  s™fi!i  P0"1^  th#t  *  1Bo«rd  feel  obligated 

to  act  favorably  regarding  a  school  Accredited  by  the  Accrediting 
body  on  whose  commission  he  sits  and/or  nay  have  ruled  upon  on  a 
previous  occasion. 

CONCLUSION 

In  short,  based  on  our  investigation,  we  believe  thet  the 
11*1*^  bv  *hich  proprietary  schools  gain  entry  and  retain  access 
to  Federal  guaranteed  student  loans  is  seriously  fleved  and  needs 
to  be  fixed,    until  comprehensive  remedial  actions  are  undertaken, 

I?i?f^ii,S?iy^iCOntl?tt#  to  £ac#  the  twin  P*obi*~  of  hundreds  of 
^      2  dollars    in    losses   and   thousands   of    students  from 

already  disadvantaged  backgrounds  being  set  back  further  in  their 
guest  to  become  successful,  contributing  members  of  society. 

Mr.  Chairman,  that  concludes  our  statement.  Ve  would  be 
pleased  to  answer  any  questions. 
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AFFIDAVIT 


OF 


TOMMY  WAYNE  DOWNS 


My  name  is  Tommy  Wayne  Downs  and  between  1984  and  1989  I 


was  involved  with  the  proprietary  school  industry \  first  as  a 
recruiter,  then  as  a  student  financial  aid  administrator  and, 
finally,  as  a  school  owner.     I  worked  for  three  schools  between 

1984-  1986  and  was  part-  or  total  owner  of  three  others  between 

1985-  1989.  All  of  the  schools  with  which  I  was  associated 
participated  in  the  Federal  guaranteed  student  loan  program  and 
were  accredited  by  agencies  recognised  by  the  U.S.  Department  of 
Education.  I  am  presently  serving  a  prison  sentence  for 
fraudulent  acts  committed  in  connection  with  the  Federal 
guaranteed  student  loan  program, 

I  am  testifying  today  in  the  hope  that  my  experience, 
both  good  and  bad,  may  in  some  small  way  help  this  Subcommittee 
and  the  American  people  understand  the  problems  that  exist  in 
the  Federal  student  loan  program. 
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Affidavit  of  Tommy  Wayne  Downs  2. 

My  introduction  to  the  proprietary  school  business  was 
as  a  Nashville,  Tennessee  area  recruiter  for  the  North  American 
Training  Academy  —  a  National  Home  Study  Council-accredited 
truck  driver  training  correspondence  school  headquartered  in  New 
Jersey.  During  the  four  or  five  monthe  I  was  with  this  school, 
I  became  the  number  one  salesman  in  the  Nashville  area.  In  one 
three  week  period,  for  example,  I  signed  up  some  18Q  students 
and  won  a  contest  as  a  result.  My  commission  for  each  student 
signed  up  ranged  between  $75  and  $100,  depending  on  whether  the 
student  became  a  Federal  financial  aid  recipient  and 
subsequently  completed  the  program  in  which  he  had  been 
enrolled. 

In  the  proprietary  school  business  what  you  sell  is 
-dreams,-  and  so  ninety-nine  percent  »,f  my  sales  were  made  in 
the  poor,  black  areas  of  Nashville.  I  focused  my  attention  on 
welfare  offices  and  unemployment  lines,  and  in  housing  projects 
where  I  became  so  familiar  to  residents  that  X  was  known  as  the 
"truck  man.-  My  approach  to  a  prospective  student  was  that  "if 
he  could  breathe ,  scribble  hi*  name,  had  a  drivers  license,  and 
was  over  18  years  of  age,*  he  was  qualified  for  North  American's 
program.  Ky  tactics  included  making  the  down  payment  for%the 
prospect  (the  amount  of  which  would  be  reimbursed  to  me  out  of 
the  financial  aid  proceeds)  and  even  going  so  far  as  to 
accompany  the  prospect  to  a  pawn  shop  in  order  for  him  to  obtain 
enough  money  for  it.  All  of  these  tactics  were  approved,  and 
even  encouraged,  by  the  school's  owners  and  local  management. 
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While  successful  with  North  American,  X  soon  tired  of 
its  sleary  owners  and  local  management  and  their  "body  count" 
operation.  In  response  to  a  newspaper  ad,  1  met  with  the  owner 
of  the  Excel  Business  School  just  outside  of  Nashville  and  was 
hired  to  do  the  recruiting  for  his  programs-  This  school  was 
unaccredited,  although  I  believe  its  medical  assistant  program 
was  accredited  by  the  Accrediting  Bureau  of  Health  Education 
Schools  (ABHES) . 

Excel  was  totally  different  from  North  American.  It  was 
a  clean  operation  and  I  was  responsible  for  trying  to  recruit 
quality  students.  I  focused  my  recruiting  on  recent  or 
just-graduated  high  school  students  and  developed  a  very 
successful  marketing  program  targeted  on  the  high  school 
graduate  who  was  still  working  at  KacDonalds  two  or  three  years 
after  graduation.  Prospective  students  and  their  parents  were 
invited  to  visit  the  school  and  were  not  misled  into  thinking 
that  the  training  they  would  receive  would  qualify  them  for 
anything  more  than  entry  level  positions.  The  school's  owner 
was  wa  whiz"  at  getting  graduates  jobs  after  they  had  completed 
the  training  program. 

After  about  18  months  with  Excel,  I  was  hired  as  a 
recruiter  by  the  owner  of  a  National  Association  of  Trade  and 
Technical  Schools  (NATTS)-accredited  school,  the  International 
Barber   School,   which  was   located  across   the  street.     At  this 
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school,  for  the  first  time  I  got  heavily  involved  with  student 
financial  aid.  In  fact,  even  though  it  was  a  violation  of  both 
NATTS  and  the  U.S.  Education  Department's  policies,  i  eventually 
did  recruiting  and  financial  aid  at  the  same  time. 

In   the   course   of   doing    financial    aid,    i    learned  — 
through  the  financial  aid  service  company  the  school  contracted 
with    in   Chicago    -    about    one   of    the   Federal    student  loan 
program >b     leading     loan     guarantors,     the     Higher  Education 
Assistance  Foundation  (HEAF).     I„  my  dealings  with  HEAP,   I  soon 
discovered  that  it  was  "a  school  owner's  dream-  and  a  source  of 
"almost    instant    money.-      Xn    contrast,    for    example,    to  the 
Tennessee   loon  guaranty  agency,  which  took  from  six  weeks  to 
three  months    to   turn   around   a   loan   through   its  cooperating 
lenders,    HEAF   could   process    a   loan   application    through  it. 
cooperating  lenders  in  as  little  as  six  working  days.     I  also 
found  that  HEAF  was   "loose  as  a  goose-  administratively  and  in 
its  review  procedures.     Almost  anyone  could  get  a  loan  through 
HEAF  if  they  could  figure  out  how  to  fill  in  the  blanks  on  its 
computerized     forms     and     deal     with     its     easy-to-satisf y, 
Kelly-girl-type  administrative  personnel. 

After  remaining  with  the  International  Barber  School  for 
about  a  year  -  and  tripling  the  8i2e  of  its  financial  aid 
program  -  X  became  associated  with  another  individual  who 
purchased  the  Rogers  School  of  Hair  Design  in  Nashville.  The 
owner  of  this  successful,  NATTS-accredited  school  was  going  on 
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the  Tennessee  Barber  Board  and  could  not  continue  this  ownership 
while  he  served  on  it.  Conversely,  my  partner  in  this  purchase 
was  just  coming  off  of  serving  a  term  on  the  same  Board,  These 
circumstances  surrounding  the  purchase  are  worth  mentioning 
because  the  former  owner  was  the  one  whe  did  the  State  site 
visit  required  pursuant  to  the  issuance  of  the  now  license  wo 
needed  after  having  bought  his  school. 

While  the  appropriate  State  authorities  were  notified  of 
the  purchase,  my  partner  and  I  decided  to  ignore  the  NATTS  and 
U.S.    Education   Department   requirements   regarding   such  notice, 
we  did  so  because  we  did  not  want  to  risk  an  interruption  in  the 
flow    of    Federal    financial    aid   to    the   school.      Wo   never  did 
notify    the    U.S.     Education    Department    and    sent    NATTS  the 
paperwork  some  6  to  8  months  later,  only  because  we  had  decided 
to  change  the  name  of  the  school  from  Rogers  to  the  Guideline^ 
School   ot   Hair  Design.     Neither  NATTS   nor   the   U.S.  Education 
Department  over  questioned  the  fact  that  we  had  failed  to  notify 
them  about  the  change  of  ownership.     After  we  notified  NATTS  of 
the   name   change,    it   never   exercised   its   option  to   do   a  site 
visit,  as  provided  for  in  its  procedures  regarding  such  cases. 
To  the  best  of  my  recollection,  during  the  more  than  two  years  1 
was   associated  with  this   school,   NATTS  never  conducted  a  site 
visit  to  it. 

My    new    status    as    part-owner    provided    me    with  the 
opportunity  to  "test'  some  ideas  that  had  been  developing  in  my 
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mind   sine©   I'd   learned  about    student    financial   aid   and  the 
seeming  ease  with  which  loans  could  be  obtained  through  HEAT  and 
its  participating  lenders.     X   decided  to  invent  a  fictitious 
student    —    complete    with    false    name,    address,    and  social 
security    number    —    and    run    it    through    the    system    for  a 
guaranteed  student  loan   (GSL) .     I  chose  a  GSL,   rather  than  a 
Pell  Grant,  because  I  knew  that  Pell  Grants  could  be  traced  back 
to  the  U.S.  Department  of  Education.     I  also  remembered  from  my 
earlier   experience    with   a   U.S.    Education   Department  Atlanta 
Regional  Office  visit  to  Excel  that  the  staff  person  on  that 
occasion  only  looked  at  Pell  Grants  and  existing  loan  files.  I 
reasoned  that  there  would  be  no  jeopardy  from  U.S.  Education 
Department    quarters    since    in    my    test    of    the    system    i  had 
invented  the  student  out  of  thin  air  and  therefore  there  would 
be  no  such  file.    The  Education  Department  and  others  who  would 
visit  the  school  do  not  ha;e  a  list  of  student  loan  recipients 
and  therefore   must   rely   on   the   schools   to   provide   thsm  with 
their  names  and  files. 

Hy  initial  test  of  the  system  was  successful  and  from 
that  time  (approximately  March,  1986)  through  February,  1987,  I 
submitted  false  GSL  applications  to  HEAF  that  led  to  some 
$175,000  in  loans  through  its  participating  lender,  the  Norwest 
Lank  of  South  Dakota.  I  deposited  these  loan  funds  in  a 
personal  account  I  maintained  at  the  Nashville  Bank  of  Commerce 
and  converted  them  for  my  own  use.  This  scheme  was  accidentally 
uncovered    when,    in    my    absence,    a    secretary    at  Guideliners 
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received  a  copy  of  a  HEAP  computer  printout  listing  the  school's 
loan  transactions  for  the  period.  The  secretary  noticed  that 
there  were  many  names  on  the  H£AF  list  that  she  did  not 
recognize  as  being  students  and  therefore  called  HEAP  to  ask  if 
the  correct  list  had  been  s»nt.  HEAF  looked  into  this  matter 
and  as  a  result  an  investigation  was  conducted  by  Federal 
authorities,  which  ultimately  led  to  my  being  convicted  of  fraud 
in  August,  1989. 

At  the  same  time  I  was  conducting  this  fraudulent  scheme 
at  Guideliners,  I  came  upon  an  opportunity  to  purchase  a  school 
in  Pennsylvania,  the  Pittsburg  Barber  School.  This  school  had 
just  been  re-accredited  by  NATTS  and  was  available  for  $50,000 
because  its  elderly  owner  wanted  to  retire.  X  bought  it  in 
January,  1987  and  as  with  the  case  of  Rogers,  never  notified 
either  NATTS  or  the  U.S.  Education  Department  of  the  change  in 
ownership.  The  State  of  Pennsylvania  immediately  relicensed  the 
school  and  I  immediately  hooked  up  again  with  KEAF •  I  did  not, 
however,  run  any  bogus  loans  through  this  school  because  1 
wanted  to  keep  it  clean  and  I  did  not  think  1 'd  be  able  to  keep 
track  of  such  loans  if  I  was  commuting  back  and  forth  from 
Nashville . 

Subsequent. ly ,  another  opportunity  to  acquire  a  school 
unexpectedly  came  my  way  and  in  November,  1987  I  purchased  the 
Harrisburg  Barber  School  for  $1,000.  This  school  had  also  been 
accredited  by  NATTS,   but  was  deeply  in  debt  at  the  time  of  the 
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purchase.  Once  I  got  into  the  record*,  |  found  out  it  was  a 
real  ae»s.  The  owner  from  whoa  I  d  bought  it,  had  never 
notified  NATTS  of  his  purchase  from  the  previous  owner  18  month* 
earlier  and  the  school  was  scheduled  for  a  re-accreditation 
visit  in  December,  1987.  I  went  to  Washington  to  discuss  this 
state  of  affairs  with  NATTS  officials,  who  gave  me  an  extension 
so  I  could  straighten  the  school  up. 

Although  the  NATTS  extension  was   for  six  months,  the 
site  visit  did  not  take  place  until  a  year  later,  in  November, 
1988.     While  I  worried  about  it  greatly,   I  laughed  after  it  was 
over  because  it  turned  out  to  be  so  easy.     In  the  first  place, 
none  of  the  members  of  the  NATTS  sit*  examination  team  had  ever 
been  to  a  barber  school  before  and  none  of  them  knew  anything 
about  cutting  hair.     Secondly,   the  team  member*  reviewed  files 
that  the  school  provided  them,  rather  than  taking  their  sample 
from  the  files  themselves.    Thirdly,  the  team  members  didn't  ask 
for  very  much  in  the  way  of  files  to  review  —  five  fil.s  of  n6w 
students,   five  files  from  among  the  most  recent  graduates,  and 
five  files  of   students  that  had  graduated  in  the  previous  six 
months.    The  team  was  at  the  school  for  one  day  from  about  9,00 
a.m.  until  3s00  p.m. 


While  I  respect  NATTS  and  the  good  intentions  of  its 
staff  and  visitation  team  members,  I  thirV  that  the  site  visit 
process  is  flawed  because  of  the  very  fact  that  some  of  the  team 
members   are   school    owners.     Such   owners,    I    believe,    are  not 


191 


182 

Affidavit  of  Tommy  Wayne  Downs  5* 

likely  to  be  very  hard  on  your  school  because  they  may  find 
themselves  being  visited  by  a  teaua  on  which  you  might  be  serving 
sometime  in  the  future*  In  general,  I  also  think  ".hat 
accreditation  people  are  neither  geared  to  or  interested  in 
being  policemen  whose  mission  is  to  uncover  serious  problems  and 
wrongdoing . 

At  the  Harrisburg  school,  even  though  I  was  already 
under  investigation  for  committing  the  same  offen&e  at  the 
Rogers/Guideliners  School  in  Nashville,  I  began  to  do  the  bogus 
loan*  and  in  just  two-and-a-half  months  (between  May  and  July/ 
1988)  ran  almost  §270,000  through  the  system,  X  was  caught  when 
an  employee  of  a  secondary  market  purchaser  of  student  loans, 
the  Western  I*oan  Marketing  A««r>eiation,  notified  KEAF  of 
discrepancies  that  had  been  found  in  loans  originated  in 
connection  with  the  Harrisburg  Barber  School.  I  must  point  out 
that  while  HEAP  did  investigate  this  situation  and  alert  the 
appropriate  Federal  authorities,  HEAP  people  also  approved  the 
GSL,  applications  from  the  Pittsburg  and  Harrisburg  Barber 
Schools  even  after  they  knew  that  I  was  under  investigation  for 
my  activities  at  the  Rogers/Guideline**-  school. 

In  closing,  I  want  to  say  that  1  have  every  reason  to 
believe  that  I  could  carry  out  this  same  scheme  if  I  were 
released  from  prison.  It's  simply  too  easy  to  get  loans 
approved  with  no  one  checking  any  of  the  facts  given  on  the  loan 
application.     For  example,   I  believe,  that  even  now  HEAP,  other 
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guaranty  institutions  and  Federal  agencies,  such  as  the  U.S. 
Department  of  Education,  do  not  have  the  authority  to  verify 
social  security  numbers  on  loan  applications.  it  is  also  easy 
to  use  slum  addresses  and  addresses  in  highly  transient  areas  to 
avoid  detection.  Xn  addition,  as  far  as  I  know  HEAF  does  little 
wore  in  monitoring  the  status  of  a  student  loan  recipient  beyond 
sending  out  a  for©  every  few  months  asking  the  school  to  tell 
them  about  that  student ■ s  current  status .  1  figure  I  could 
check  the  right  box  and  move  a  "ghost"  student  from  program  to 
program,  extending  his  st.mingly  legitimate  status  for  years  and 
collecting  loan  after  loan  before  anyone  would  actually  audit 
the  file  to  dete*-tine  if  the  student  even  exists. 

I  do  also  have  some  suggestions  on  hov  to  improve  the 
current  situation  with  proprietary  schools.  x  think,  for 
example,  that  policing  of  the  industry  is  absolutely  necessary. 
Since  the  accrediting  agencies  as  presently  structured  are  not 
capable  of  doing  this,  I  suggest  that  a  separate,  independent 
entity  within  them  be  set  up  expressly  to  do  enforcement -type 
site  visits. 

I  also  think  that  the  U.S.  Department  of  Education  ought 
to  be  more  enforcement  minded.  The  Department  employees  I  doaXt 
with  only  seemed  interested  in  checking  that  the  'correct*  boxes 
had  been  filled  in  on  a  given  form.  They  were  concerned  only 
with  the  paperwork  and  not  the  substance  of  the  student  loans. 
This  attitude  has  to  change.     The  Department  needs  to  be  more 
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aggressive  in  getting  the  important  facts  and  figures.  For 
instance,  the  Department  should  direct  the  guaranty  agencies  to 
do  more  verification  of  information  on  application  forma  and 
other  official  document*  submitted  by  schools.  X  think  schools 
should  be  required  t^  submit  monthly  reports  on  their  loans  and 
that  ownership  changes  should  be  more  closely  looked  into  than 
they  have  been  in  the  past,  I  also  balieve  that  State  licensing 
bodies  need  to  tighten  up  their  proprietary  school-related 
policies  and  procedures. 

In  conclusion,  let  me  just  add  that  although  I  committed 
a  serious  crime  against  the  government,  I  am  proud  of  the  fact 
that  none  of  the  students  that  ever  attended  my  barber  schools 
were  ever  hurt.  They  all  got  a  good  education  —  probably  as 
good  as  they  could  get  for  the  t  lition  they  paid.  This  does  not 
in  any  way  justify  what  I  did,  but  it  does  to  some  extent 
separate  me  from  the  hundreds  of  other  proprietary  school  owners 
who  I  know  provide  little,  if  any,  education  to  the  poor 
students  that  desperately  need  the  skills  their  schools  should 
offer.  My  only  hope  from  this  testimony  today  is  that  it  may 
result  in  the  development  of  a  program  that  not  only  would  have 
prevented  my  "paper"  fraud,  but  also  one  that  addresses  the 
fraud  committed  daily  against  unsuspecting  students  by  these 
other  unscrupulous  proprietary  school  owners ♦ 

Thank  you  very  much  for  the  opportunity  to  testify,  1 
am  more  than  happy  to  answer  any  questions  ycu  m&y  have. 
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I  have  read,  reviewed,  and  ititialled  each  page  of  thia 
atatement  conaiating  of  12  pages,  and  I  .wear,  to  the  beat  of  my 
knowledge  and  belief,  that  the  statements  contained  herein  are 
true  and  correct. 


Tommy  Wayne  Downs 


Sworn  to  and  subscribed  before  me 
this  -Y_^  day  of    w  <K  .  :.  -J 


(  !  \  h' ;  f  V: 

Notary  Public 
My  Commission  expires 
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Jimi  B.  fltoui,  Jr. 
Inspector  General 


Mr.  Chairman  and  Mambera  of  the  Subcommittee: 

Thank  you  for  tha  opportunity  to  discuss  tha  af forts  of  tha 
Office  of  Inapactor  General  (OIC)  regarding  tha  student 
financial  aid  accreditation,  cartif ication  and  eligibility 
procesaaa  usad  to  dataraina  which  inatitutiona  may 
participata  in  Department  of  Education  (ED)  atudant  aid 
prograsa . 

Several  yaars  ago,  OIG  aasasaad  tha  atudant  aid  prograaa  as 
being  tha  moat  vulnerable  to  fraud  and  abuaa  in  tha 
Dapartaant.  Thia  aaaaaaaant  was  baaad  in  part  on  audita  and 
invastigationa  which  diacloaad  major  inatancas  of  fraud  and 
abuaa  in  tha  programs,  particularly  at  propriatary  schoola. 

In  addition,  thaaa  programs  wara  idantified  by  both  the 
Offica  of  Management  and  Budget  and  the  General  Accounting 
Office  recently  in  their  liete  of  most  vulnerable  Federal 
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program*.  Concern  has  lncrtastd  by  the  vail  public! sad 
probiams  with  a  larga  national  guarantaa  aganoy  -  tha  Highar 
Education  Aaaiatanca  Foundation  (HEAT)  -  but  cartainly  did 
not  bagin  with  it.  Ma  bava  aaan  major  propriatary  schools 
aucb  aa  suparior  Training  and  Adalphi  Instituta  go  bankrupt 
in  tha  wafca  of  0ZG  audita  and  invaatigations  oving  ED  and 
thair  studanta  millions  of  dollars.  Landars,  moat  notably 
First  Indapandant  Trust  Co.,  hava  gona  into  liquidation, 
laaving  a  vaXa  of  financial  disastar*  Florida  Fadaral 
Savings  and  Loan  was  ordarad  to  pay  ED  $17  million  aftar 
conviction  of  fraud  in  loan  sarvicing.  Third  party  sarvicara 
hava  had  difficultiaa  aa  wall,  including  Unitad  Education 
Softvara  which  ia  in  bankruptcy. 

In  racant  yaars,  wa  hava  baan  davoting  about  two-thirda  of 
our  staff  sffort  -  ovar  200  staff  yaars  -  to  tha  studant  aid 
araa  with  a  viaw  toward  racomasnding  lagislativa,  rsgulatory 
or  managamsnt  ijnprovamants  intandad  to  pravant  potantial 
program  abuaas  from  occurring.  This  af  fort  has  baan 
coordinatad  with  our  continuing  invaatigations,  audits  and 
inapactions  of  individuals  and  institutions  which  racommand 
racovary  of  misspant  funds  or  othar  administrates  action  by 
ED'a  program  offica  or  action  by  prosscuting  authoritias 
whara  appropriata. 

Wa  idantifiad  a  number  of  iasua  araas  in  tha  studant  aid 
programs  on  which  to  focus  our  af forts  and  hava  issuad  a 
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°*  management  improvement  reports  which  include 
recommendations  to  correct  systemic  weaknesses  that  have  led 
or  could  lead  to  recurring  problems.  In  addition,  we  have 
completed,  ongoing  and  acme  planned  audita  of  the  processes 
*D  uses  to  allow  participation  in  studant  aid  programs  and  to 
monitor  the  compliance  with  applicable  rules,  as  well  as 
those  processes  the  Department  uses  to  tafce  action  against 
those  schools  which  are  abusing  the  programs.  Including 
removal  from  program  participation. 

We  recognize  that  program  abuse  can  be  significantly  reduced 
if  problem  schools  can  be  prevented  from  participating  in  the 
atudent  aid  programs  in  the  first  place,  w*  have-  been  made 
well  aware  time  and  tin*  again  of  the  arduous,  time 
consuming,  resource  intansive  process  involved  in  getting  an 
abusive  school  out  of  the  programs,  consequently,  the  issue 
areas  we  have  focused  on  include  the  accreditation, 
eligibility,  and  certification  processes  which  determine 
whether  a  school  can  participate  in  the  programs, 

under  this  process,  often  called  the  Triad,  a  school  must  be 
accredited  by  an  accrediting  agency  recognised  by  the 
Secretary  of  Education,  must  be  licensed  to  provide 
postsecondary  education  in  the  state  in  which  it  is  located, 
and  must  be  determined  eligible  and  be  certified  by  the 
Department  to  be  financially  responsible  and  administratively 
capable  to  participate   in  the  programs.     The  Department's 
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role  in  granting  a  school  the  right  to  participate  in  the 
student  aid  programs  consists  of  thraa  processes;  tha 
accrediting  agancy  racognition  process,  tha  institutional 
eligibility  process,  and  tha  certification  process.  (Diagram 
attachad) . 

While  this  may  sound  comprehensive  in  thaory,  we  hava  found 
that  in  practica  it  is  all  too  of  tan  a  "paper  chase,"  and 
ovarali  tha  accrediting,  eligibility,  and  cartification 
system  is  not  affective  in  protecting  Federal  funds  from 
misuse  or  in  protecting  students.  ED  relies  heavily  on 
accreditation,  but  accreditation  does  not  aasure  educational 
quality  and  fair  dealings  with  students.  ED  relies  on  state 
licensure,  but  state  licensure  requirements  vary  widely,  as 
do  state  resources  devoted  to  policing  schools.  Tha 
Department's  certification  process  is  flawed  and  limited  and 
it  does  not  protect  students  because  it  is  primarily  a 
minimal  review  of  the  school 'a  own  representations  about  its 
financial  and  administrative  condition.  Department  officials 
who  make  the  decisions  to  allow  participation  in  the  program* 
perceive  that  they  are  not  authorised  to  deny  schools 
participation  so  long  as  they  meet  the  minimal  requirements. 

We  have  identified  problems  related  to  the  accreditation, 
eligibility,  and  certification  processes  in  an  iasuad  audit 
report  and  several  management  improvement  reports.  In 
addition,  we  have  three  draft  audit  reports  with  Department 
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official*  for  written  consent.  While  I  will  daacribe  the 
reaulta  of  all  of  these  efforts,  it  is  important  to  not*  that 
with  respect  to  tha  draft  reporta,  the  Department  is  just  now 
in  tha  procoss  of  responding  in  writing.  However,  mm  thia 
work  haa  progreaeed,  va  nave  baan  working  informally  with  tha 
ED  prograa  aanagers  on  corractiva  actions  whara  possible. 

I  would  like  to  prasant  tha  highlights  of  our  work  in  these 
areaa,    but    I    would    like    to    point    out    also    that  tha 
accreditation,   eligibility,   and  certification  processes  are 
not  the  only  ones  in  the  student  aid  delivery  eyetem  with 
probleas.     The  delivery  system  includea  as  participants  not 
only    ED    and    the    students    and    the    schools    and  their 
accreditors     and    licensora,     it     also     includea  lenders, 
guarantee     agencies,     aarvicara,     sacondary     aarkats,  and 
auditors.     (Chart  attached).     obvioualy,   if  problem  schools 
are  allowed  into  the  programs,  we  will  find  serious  abuses  of 
the  progress  at  schools,   and  indssd  ws  have  reported  many 
serious    problems    in    our    recent    ssmiannual     rsports  to 
Congress.     As  i  have  said,  it  is  hard  to  get  these  schools 
out   of   the   programs.     He   havs   also   found   problems  with 
virtually    all    of    the    other    participant    groups    in  tha 
prograaa.     Despite  these  findings,  howsver,   in  no  way  do  X 
intend  to  i»ply  that  all  or  aost  of  the  proprietary  schools 
or    othsr    institutions    participating    in    the    etudent  aid* 
prograae  are  abusing  then.     Actually,   most  do  a  vsry  good 
job,  but  we  have  sesn  abuse  and  in  nany  cases  it  is  with  some 
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of  the  larger  participants.  It  la  important  to  keep  this  in 
perspective. 

We  are  working  to  address  a  variaty  of  issues  covering 
schools  and  other  participants,  however,  tha  apaoifio  cones rn 
of  thsss  hearings  is  with  accreditation,  eligibility,  and 
certification,  so  X  will  summarise  our  findings  in  this 
area.  This  work  looked  primarily  at  tha  system  as  it  is  and 
in  that  sense  our  recommendations  are  in  a  sense  tune-ups  for 
a  system  that  may  need  overhaul.  I  will  come  back  to  this 
broader  issue  later. 

Recognition  of  Accrediting  Agencies 

Ihe  Department  of  Education  organization  Act  precludes  ED 
from  becoming  involved  in  matters  related  to  educational 
curriculum.  Accordingly,  under  the  Higher  Education  Act,  ED 
must  rely  on  the  independent  accrediting  agencies  as 
authorities  regarding  the  quality  of  education  offered  by 
postsecondary  institutions  that  wish  to  participate  in  the 
student  financial  aid  programs.  The  only  control  ED  retains 
concerning  educational  quality  is  in  the  process  it  uses  to 
determine  which  accrediting  bodies  it  will  recognise  and  in 
the  requirement  that  these  agencies  be  re-evaluated  at  least 
every  five  years. 
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In  making  decisions-  about  recognition  of  accrediting 
agencies,  the  Secretary  considers  the  recommendations  of  the 
National  Advisory  committee  on  Accreditation  and 
Institutional  Eligibility  (NAC)  whose  members  are  appointed 
by  the  Secretary.  ED  staff  is  responsible  for  reviewing 
information  submitted  by  the  accrediting  agencies  and  written 
third  party  comments.  The  staff  reviews  and  prepares  a 
written  analysis  of  all  information  it  considers  relevant  an* 
submits  its  report  to  the  NAC.  A  public  hearing  i*  held  by 
the  NAC  and  petitioning  accrediting  agencies  are  Invited  to 
make  oral  presentations,  as  are  ED  staff  and  third  parties. 
The  NAC  then  reports  its  findings  and  recommendations  to  the 
Secretary,  who  makes  the  final  decision  regarding  recognition 
or  renewal  of  recognition  of  an  accrediting  agency. 

Of  31  initial  applications  received  since  1982,  three  have 
been  denied.  Of  170  renewal  applications  in  the  same  period, 
only  one  has  been  denied.  ED  staff  has  never  recommended 
that  an  accrediting  agency's  recognition  not  be  renewed,  even 
when  serinus  deficiencies  were  evident.  In  only  one  case  did 
NAC  act  counter  to  the  ED  staff's  recommendation  for  renewal 
and  not  recommend  renewal  to  the  Secretary. 

We  found  that  ED's  accrediting  agency  recognition  process 
does  not  include  adequate  research  and  analysis  to  assure 
that  only  reliable  agencies  are  recognised.  ED  staff 
analysis  relied  primarily  on  the  representations  made  by  the 
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accrediting  agencies  in  their  petitions.  Staff  did  not 
provide  all  third  party  information  to  the  NAC.  Information 
on  accredited  schools,  such  as  high  default  rates  and  poor 
ability  to  benefit  teste  that  indicated  problems  with  the 
quality  of  education  or  abuses  of  the  programs,  was  readily 
available  in  ED,  however,  neither  the  staff  review  nor  the 
NAC  hearings  addressed  these  problem  schools  as  part  of  the 
recognition  process.  As  a  result,  both  KAC  and  the  Secretary 
made  decisions  without  assurance  that  agencies  were 
reliable. 

Despite  these  weaknesses  and  the  lack  of  assurances  provided 
by  the  recognition  process,  ED  uses  the  accrediting  agencies' 
decisions  as  one  of  the  two  primary  criteria  to  determine 
schools'  eligibility  to  participate  in  the  student  aid 
programs.  As  a  result,  billions  of  dollars  available  to 
students  each  year  through  loans  and  grants  may  be  at  risk. 

We  concluded  that  it  is  time  for  ED  to  either  strengthen  the 
recognition  process  or  significantly  reduce  it's  reliance  on 
the  accrediting  agencies.  To  improve  the  existing  system,  we 
are  recommending  controls  to  strengthen  staff  and  NAC 
review.  The  staff  should  conduct  more  in-depth  reviews  of 
those  accrediting  agencies  that  accredit  schools  representing 
the  greatest  risk  to  program  funds,  and  they  should  request 
third  party  information  as  a  first  step  in  the  review  process 
so  that  the  information  can  be  used  in  planning  the  review. 
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We  art  also  recommending  that  ED  develop  written  policies  and 
procedures  for  reviewing  recognition  criteria  and  consider  a 
weighting  system  to  help  the  staff  aake  appropriate  decisions 
when  an  agency  fails  to  Met  critical  criteria. 

For  NAC,  we  are  recommending  that  ED  staff  provide  members 
with  written  guidance  detailing  their  responsibilities  and 
procedures  for  reviewing  and  making  determinations  on  the 
accrediting  agencies'  compliance  with  the  regulations.  We 
had  found  that  NAC  members  were  not  always  sure  about  the 
options  available  to  them  when  considering  whether  an 
accrediting  agency  met  all  the  recognition  criteria,  and  NAC 
did  not  always  make  consistent  decisions  at  the  hearings. 

Program  officials  are  considering  our  draft  recommendations 
in  these  areas. 

The  situation  we  found  is  not  new.  Eleven  years  ago,  the 
General  Accounting  Office  (GAO)  reported  that  reviews  of 
accrediting  agencies'  requests  for  recognition  were  for  the 
most  part  inadequate,  and  concluded  that  adequate 
documentation  and  thorough  independent  evaluation  was 
necessary  to  determine  whether  accrediting  agencies  merit 
recognition  as  reliable  authorities  on  educational  quality. 
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institutional  Eligibility  Process 

While  ED  has  an  eligibility  determination  process,  the 
process  is  primarily  to  determine  whether  the  institution  is 
accredited  and  licensed.  Thus,  school  eligibility  is 
actually  determined  by  the  accrediting  agencies  and  rotate 
licensing  agencies  «  agencies  outside  ED  which  have 
significant  variations  in  requirements. 

We  have  discussed  concerns  with  the  recognition  process  for 
accrediting  agencies.  ED  officials  responsible  for  the 
thousands  of  eligibility  determinations  made  each  year 
expressed  concern  over  the  quality  of  standards  used  by 
certain  accrediting  agencies,  but  believe  their  function  is 
only  to  verify  that  an  institution  has  accreditation,  not  to 
evaluate  the  quality  or  the  variation  of  the  accreditation. 
In  some  cases,  institutions  maintained  dual  accreditation  and 
retained  eligibility  even  after  one  of  the  accrediting 
agencies  withdrew  its  accreditation.  ED  has  rarely  revoked 
eligibility  of  an  institution  except  when  an  institution  lost 
its  accreditation  or  license  or  closed-  Officials  believe 
the  statutes  and  regulations  restrict  their  authority  to 
revoke  eligibility  to  those  Instances. 

We  also  have  concerns  about  state  licensing.  We  found  that 
soice  states  only  require  an  institution  to  be  incorporated 
and  to  have  obtained  a  business  license  to  qualify  as  legally 
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authorized  to  provide  postseco* -*a*y  education.  in  these 
instance©,  the  state  does  not  analyse  or  monitor  the  quality 
of  the  educational  progr  as  of  farad,  Otfcer  states  have 
independent  educational  agencies  which  specialize  in 
curriculum*.  Some  stages  require  that  a  program  be  evaluated 
and  approved  by  the  state  board  of  education. 

We  are  recommending  that  EI>  parop©se  amendments  to  the  Higher 
Education  Act  to  specify  minimum  standards  accrediting 
agencies  must  use,  analyze  each  state's  criteria  for 
licensing  and  propose  minimum  standards  they  should  require 
institutions  to  meet  for  licensing,  and  take  steps  to  resolve 
the  issues  when  an  institution's  accreditation  is  revoked  by 
one  accrediting  agency  and  retained  by  another.  Program 
officials  are  considering  our  draft  recommendations. 

In  its  report  eleven  years  ago,  the  General  Accounting  Office 
also  reported  concern  that  there  were  fundamental  differences 
in  the  perceptions  of  the  roles  of  the  Federal  government, 
the  accrediting  agencies  and  the  states  in  the  institutional 
eligibility  process.  GAO  recommended  then  that  the  rol&m  be 
clarified  through  appropriate  legislative  amendments. 

In  addition  to  these  broad  weaknesses  in  the  process,  we  also 
found  during  our  testing  that  three  institutions  were 
determined  to  be  eligible  even  though  they  lacked  the 
required  accreditation  or  license.     These  three  institutions 
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received  about  $480,000  in  Pell  grant  funds  to  which  they 
were  not  entitled.  Even  when  the  Department  became  aware  of 
the  problem,  it  did  not  act  quickly  to  revoke  eligibility  or 
to  notify  the  Financial  Management  Service  to  cut  off  the 
flow  of  funds* 

Coordination  procedures  are  needed  for  promptly  notifying 
ED's  Financial  Management  Service  to  stop  payment  on  accounts 
of  all  ineligible  institutions.  ED  also  needs  to  notify 
guarantee  agencies  immediately  when  an  institution  loses  its 
eligibility  to  assure  that  no  additional  loans  are  guaranteed 
for  students  attending  the  institution.  We  found  that  during 
a  nine  month  period,  $1,6  million  in  loans  had  been 
guaranteed  for  19  institutions  for  up  to  three  months  after 
their  eligibility  was  terminated. 

Since  July  1,  1988,  eligibility  regulations  require  each 
institution  to  have  its  eligibility  status  updated  at  least 
every  four  years.  However,  ED  has  no  plan  to  enforce  this 
requirement,  in  December  1989,  there  were  4,555  institutions 
overdue  for  redetermination  and  no  institution  had  ever  been 
terminated  for  not  responding  to  update  requests  from  ED. 

We  also  noted  other  deficiencies  which  negatively  impact  on 
ED's  ability  to  monitor  institutions  and  assure  proper  use  of 
Federal  funds* 
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Controls  were  not  adequate  to  assure  individuals 
handling  student  aid  at  institutions  had  never  been 
convicted  of  fraud  involving  Federal  funds* 

ED  cannot  produce  a  complete  universe  of  eligible 
institutions* 

ED  could  not  provide  us  a  number  of  files  we 
selected  for  review  because  they  were  lost  or 
displaced. 


We  are  providing  recommendations  to  address  each  of  these 
areas  and  program  officials  are  considering  recommendations 
in  our  draft  report. 

Certification  Process  -  Fjnqnci^  Apalyqiff 

ED's  financial  analysis  certification  procedures  are  not 
adequate  to  protect  either  the  students'  or  the  government's 
financial  interests.  This  is  especially  evident  in  those 
instances  where  a  school  closed  before  all  educational 
services  were  received  by  the  students.  From  October  1985  to 
June  1988,  we  estimate  that  53  schools  closed  before  all 
services  were  provided.  As  a  result,  as  sany  as  10,000 
students  lost  loans  and  grants  worth  about  $30  million.  We 
believe  that  if  ED  implements  recommendations        have  made, 
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about  $14  Billion  will  be  saved  annually  because  the 
students'  and  government'*  interests  will  be  better 
protected. 

ED  is  responsible  for  reviewing  each  school's  financial 
statements  to  determine  whether  the  school  is  financially 
responsible  before  being  certified  to  participate  in  ED 
programs.  From  October  1985  to  September  1988,  2,087  schools 
applied  for  certification,  of  which  2,024  or  97%  were 
certified- 

In  general,  an  institution  is  considered  to  be  financially 
responsible  if  it  is  able  to  provide  services  described  in 
its  official  publications,  provide  the  administrative 
resources  necessary  to  comply  with  the  requirements  of  the 
regulations  and  neet  all  of  its  financial  obligations.  An 
institution  is  not  considered  financially  responsible  and  can 
be  denied  certification  if  it  has  such  problems  as  a  history 
of  operating  losses  or  a  ratio  of  current  assets  to  current 
liabilities  of  less  than  one  to  one.  However,  even  in  these 
cases,  ED  may  consider  an  institution  financially  responsible 
and  certify  it  if  the  institution  provides  a  surety 
arrangement . 

We  found  that  the  surety  arrangement  system  was  essentially  a 
mechanism  for  assuring  that  schools  could  be  certified.  In 
addition,   the  surety  arrangements  were  generally  inadequate 


-14- 


2  iv 

ERJC 


201 


to  cover  the  student  aid  at  risk  and  they  were  not  required 
for  ail  financially  weak  school*. 

Indeed,  in  the  53  cases  cited  above,  ED  had  surety 
arrangements  with  only  seven  of  the  schools,  and  the 
arrangements  covered  only  about  91  of  the  total  guaranteed 
student  loans  at  risk.  They  did  not  cover  ED's  cash  advances 
for  Pell  grants.  Further,  only  one  of  the  surety 
arrangements  was  collected  because  controls  were  not  adequate 
to  assure  claims  and  collections  were  made  when  schools 
closed. 

As  of  October  1988,  ED  was  monitoring  the  financial  progress 
of  about  800  financially  weak  schools,  that  is,  looking  at 
the  schools'  financial  statements  and  comparing  their 
progress  to  the  prior  statements.  Of  the  800  schools,  ED 
required  only  239  to  obtain  surety  arrangements  and,  of 
these,  only  about  $10  million  or  51  of  the  $200  million  in 
guaranteed  student  loans  was  underwritten.  Most  institutions 
were  required  to  obtain  surety  agreements  between  $10,000  and 
$50,000  regardless  of  the  extent  of  their  participation  in 
the  student  aid  programs. 

We  reviewed  29  closed  schools  that  ED  had  been  monitoring  and 
found  there  were  clear  indications  of  financial  problems 
either  initially  when  the  school  applied  for  certification  or 
during  subsequent  financial  analyses.     In  21  of  the  29  cases, 
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the  schools  failed  to  meet  one  or  more  of  the  financial 
responsibility  tests-  Instead  of  denying  the  schools 
certification,  ED  certified  them  based  on  the  school's 
agreement  to  either  obtain  a  surety  arrangement  or  submit  to 
annual  financial  monitoring. 

As    an    example    of    the    difficulties    this    presented,  the 
financial    statements   of    one   school    that    applied    for  and 
received   certification   showed   a   net   loss   of   53,400   and  a 
current  ratio  of  I  to  1.2.     ED  certified  the  school  on  the 
condition  that   it  obtain  a   $20*000  performance  bond.  The 
school's  condition  worsened  during   each  of  the  next  three 
years  until  its  statements  showed  a  net  loss  of  $377,000  and 
a     current     ratio     of     1     to     2.4.       Instead     of  denying 
recertif ication,     ED     increased     the    bond     requirement  to 
$100 , 000.     While  there  were  complaints  in  newspapers  'and  on 
television  about  the  training  promised  not  being  received,  ED 
did    not    indicate    that    these    conditions    were    taken  into 
consideration  during  recertif ication.    About  one  year  later, 
the  school  declared  bankruptcy   leaving  students  with  loans 
worth  about  $716,000  unable  to  complete  the  education  they 
had  paid  for.    ED  filed  a  claim  in  the  bankruptcy  court  for 
about  $1  million  for  cash  advances  it  had  made   for  other 
student  financial  aid,  however,  the  school  had  no  assets.  ED 
never  collected  the  $100,000  bond. 
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Wa  recommended  implementation  of  a  policy  denying 
certification  or  recertif ication  to  schools  that  do  not  meet 
ths  financial  rasponsibility  tssts  and  do  not  obtain  adsquata 
suraty  coverage.  ED  program  officials  agraad  to  do  this  for 
initial  certification,  but  balieva  that  thay  cannot  dany 
cartif ication  to  schools  that  ars  alraady  cartifiad  without 
allowing  ths  schools  to  post  suraty  pa nding  termination 
proceedings.  They  also  balieva  that  the  amount?  of  suraty 
should  be  tied  to  the  "unearned"  portion  of  the  tuition  and 
fees  in  accordance  with  the  doctrine  of  partial  performance. 
We  disagree  because  this  concept  is  generally  not  applicable 
when  a  proprietary  school  closes  before  delivering  all 
services,  since  the  students  do  not  earn  credits  that  are 
generally  recognized  by  other  schools. 

In  revi&wing  certification  procedures,  we  noted  that  ED  does 
not  perform  &n  extensive  financial  analysis  or  use  all  the 
information  available  in  the  Department  when  certifying  a 
school*  ed  reviewers  assessed  whether  a  school  had  negative 
bal&nces  in  its  latest  complete  financial  statements  or  a 
less  tt*&n  one  to  one  current  ratio,  but  did  not  perform  an 
analysis  that  could  be  considered  extensive,  in  most  cases, 
reviewers  di3  not  review  mirrent  year  financial  statements  or 
attempt  to  project  the  government's  risk  of  loss  if  the 
BC>\ooi  failed  or  &s*e&s  the  school's  enrollment  to  project 
guaranteed  student  loans  and  cash  advancas  at  risk.  We  also 
question  the  reliability  of  tns  statements  submitted  because 
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many  were  not  certified  by  an  independent  public  accountant. 
These  would  be  beneficial  because,  starting  January  1989, 
auditors  are  require*  to  ©ore  clearly  disclose  when 
conditions  indicate  that  an  entity  i*  in  danger  of  failing. 

We  recommended  specific  actions  for  program  officiade  to  take 
to  deal  with  these  issues*  program  officials  agreed  with 
most  of  our  recommendations. 

During  fiscal  years-  1986  and  1987,  ED  did  not  collect  on  six 
surety  arrangements  after  the  schools  closed.  The  surety 
arrangements  consisted  of  performance  bonds  and  letters  of 
credit  worth  $195,000,  and  corporate  pledges  of  assets  that 
were  supposed  to  underwrite  about  $805,000  of  outstanding 
loans.  Collections  were  not  made  because  the  two  responsible 
ED  organizations  did  not  coordinate  their  activities. 

certification  process  -  Administrative  Capability 

The  final  step  in  the  process  for  a  postsecondary  institution 
to  qualify  for  participation  in  the  student  aid  programs  is 
certification  of  administrative  capability.  By  regulation, 
administrative  capability  has  to  do  with  having  adequate 
records,  staffing,  separation  of  duties,  standards  for 
measuring  satisfactory  academic  progress,  and  so  forth.  In 
addition,     the    Secretary    considers    it    an    indication  of 
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impaired  administrative  capability  if  school  default  rata* 
exceed  20  percent,  or  withdrawal  rates  exceed  33  percent. 
While  naw  achoola  entering  the  student  aid  programs  may  not 
have  established  default  rates  to  pressnt  to  the  officials 
responsible  for  certification,  withdrawal  rates  are  available 
and  required. 

We  found  that  the  Department's  administrative  capability 
certification  process  does  not  prevent  deficient  schools  from 
participating  in  the  student  aid  programs.  Department  staff 
rely  to  a  great  extent  on  the  integrity  of  school  owners  and 
do  not  perform  adequate  independent  analysis  or  on-site 
visits  to  assure  representations  made  on  the  certification 
application  are  factual.  institutions  were  routinely 
certified  despite  indications  of  problems  which  could  mean 
the  presence  of  impaired  administrative  capability. 

Specifically,  institutions  with  high  withdrawal  rates  were 
certified,  placing  billions  of  dollars  at  risk.  Prior 
studies  by  GAO  and  others  indicate  strong  correlations 
between  high  default  rates  and  high  withdrawal  rates.  As  of 
August  1990,  ED  program  managers  had  information  available 
indicating  problems  with  high  withdrawal  rates  at  345 
schools;  and  between  1987  and  1989,  these  schools  received 
over  $2  billion. 
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On*  school  had  a  withdrawal  rata  of  over  50%  for  fiscal  yaara 
198*  thru  1987 r  whila  tha  guaranteed  student  loan  default 
rataa  wara  73.5%  and  55.41  for  1986  and  1987 ,  raapactivaly • 
V.D  did  not  take  action  other  than  to  continue  iro  monitor  the 
institution  for  the  excessive  withdrawal  and  dafault  ratas. 
During  fiscal  years  1987  and  1988,  tha  institution  received 
nearly  $7,5  million  in  loan  funds,  even  thongh  ED  managers 
should  have  been  aware,  that  at  least  one  out  of  every  two 
borrowers  probably  would  withdraw  and  eventually  default, 
based  on  this  historical  record.  ED  management  advised  us 
that  they  did  not  have  the  authority  to  take  strong  actions, 
such  as  termination,  whan  school*  did  not  sufficiently 
correct  high  withdrawal  rates* 

We  found  other  instances  in  which  schools  were  certified 
without  adequate  assurance  that  students  receiving  student 
aid  funds  were  maintaining  satisfactory  academic  progress. 
Also,  even  though  schools  were  being  certified  for 
administrative  capability  with  these  potential  problems, 
dollars  at  risk  were  not  minimally  protected.  The  Department 
did  not  assure  that  surety  arrangements  were  appropriate  or 
that  they  were  collected. 

We    are    recommending    that    ED    perform    on-site    reviews  *t 
schools   that    represent    the   greatest   vulnerability    to  the. 
programs;  develop  a  system  for  monitoring  all  institutions  so 
that  critical  changes  such  as  dramatic  increases   in  aid  or 
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draw  downs  will  result  in  new  administrative  certification 
analysis  and/or  an  on-site  visit;  and  deny,  Unit  or 
tsroinata  certification  whsrs  there  ara  indications  of 
administrative  deficiencies,  wa  ara  also  recommending  that 
bench  narks  similar  to  thosa  for  tha  dafault  initiativa  ba 
established  for  raduction  of  withdrawal  rate  problems. 

Xn  addition  to  these  issues,  we  found  that  institutions  are 
not    required    by    regulation    and    have    not    undergone  a 
recertification  review  when  they  add  branch  campuses.  The 
administrative     capabilities    and     financial     structure  of 
institutions    are    affected    considerably    by    adding  branch 
campuses.     Thus  branch  campuses  gain  access  to  student  aid 
funds  without  review,   .van  though  ED  is  not  aware  of  the 
effect  of  the  expansion.    Progran  officials  informed  us  that 
they   have    decided    to    change    the    policy    and    select  all 
institutions    adding    branch    campuses     for  recertification 
reviews     in     the    future.      We    have    made    an  additional 
recommendation     concerning     the    branch     campus     issue  as 
described  below. 


Branch  Campus  T«su» 

in  addition  to  other  requirements  for  eligibility,  the 
Congress  enacted  a  statutory  requirement  that  a  proprietary 
school    be    in   existence    for   two   years   before    it   may  be 
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determined  to  be  an  eligible  institution.  This  provision  was 
to  protect  the  student  consumer  from  fly-by-night 
inetitutions.  We  found  that  the  protection  has  bsen  eroded 
through  a  series  of  administrative  actions  -  primarily  the 
waiver  of  the  two  year  rule  for  branch  campuses  or  affiliated 
schools  and  the  process  of  accepting  interim  accreditation- 

Schools  have  used  the  branch  campus  route  to  expand  rapidly 
beyond  their  administrative  and  financial  capability  to 
control  properly  the  programs  and  fulfill  responsibilities  to 
students.  Further,  because  of  the  volume  of  branching 
activities,  licensing  and  accrediting  agencies  have  been 
unable  to  monitor  adequately  the  growth  and  ensure  the 
quality  of  education  being  provided  by  those  branches. 

As  an  example,  on  the  basis  of  a  history  of  operating  a  small 
barber  school  with  about  20  students  receiving  a  total  of 
about  $50,000  in  student  aid  at  any  given  time,  one  school 
was  determined  to  be  financially  and  administratively  capable 
to  operate  a  masonry  school  in  a  major  metropolitan  area  more 
than  300  miles  away.  Within  nine  months,  about  700  students 
were  enrolled  and  awarded  nearly  $3.7  million  in  aid  funds. 
Subsequently,  the  branch  campus  (the  masonry  school)  closed, 
only  about  20  students  actually  may  have  obtained 
masonry-related  jobs,  and  an  undetermined  amount  of  tuition 
refunds  were  owed  when  the  campus  closed.     Khile  the  barber 
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college  had  been  open  for  some  time,  the  aaeonry  school  was 
not  held  to  the  two  year  rule. 

Although  there  are  five  specific  criteria  under  which  ED 
except*  a  branch  caapus  froa  the  two  year  rule,  it  appears 
that  if  branches  are  licensed  and  accredited,  whether  full 
accreditation  or  interia  or  provisional  accreditation,  they 
will  be  approved.  Interia  or  provisional  accreditation  for 
soae  accrediting  agencies  requires  only  an  application. 

We  have  recoaaended  that  most  of  the  problems  with  branch 
caapuses  could  be  eliminated  by  merely  enforcing  the  two  year 
requireaent  for  branch  campuses. 

Course  Length  and  Course  stircftEhinq 

Two  additional  issues  emphasize  the  difficulties  involved 
with  ED  relying  on  accrediting  agencies  and/or  state  bodies 
in  controlling  access  to  student  aid  funds.  These  involve 
situations  where,  in  order  to  qualify  for  participation  in 
student  aid  programs,  some  institutions  have  aisrepresented 
the  length  of  their  courses,  asserting  they  are  longer  than 
they  actually  are,  or  situations  where  institutions  have 
developed  programs  that  are  longer  than  needed  to  qualify 
students  for  gainful  employment,  resulting  in  needless  time 
in  class  and  debts  to  students. 
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ED'»  procedures  for  verifying  reported  course  length  data  are 
generally  limited  to  examining  the  mathematical  consistency 
of  the  reported  hours,  a  comparison  to  the  institution's 
course  catalog,  and  review  of  whether  the  represented  hours 
meet  the  requirements*  The  procedures  do  not  include  a 
verification  of  the  actual  hours  required  to  complete  the 
courses.  If  the  actual  course  length  has  not  been  verified 
by  the  accrediting  agency  or  the  state  authorizing  entity,  or 
if  the  institution  has  provided  false  or  inaccurate  course 
length  information  to  ED  and/or  to  the  accrediting  agencies 
and  state  authorizing  entities,  ED  may  have  granted 
eligibility  to  institutions  whose  programs  are  not  eligible 
for  student  aid.    We  found  and  reported  on  three  such  cases. 

We  also  believe  that  in  other  cases  courses  are  being 
stretched  substantially  beyond  what  is  required  to  obtain 
employment  in  order  to  qualify  for  student  aid  funds. 
Although  there  are  minimum  course  length  standards  for 
eligibility,  there  is  neither  a  standard  for  determining 
appropriate  course  length  nor  a  requirement  that  course 
length  he  reviewed  and  approved  by  any  party  to  the 
eligibility  determination  process.  Eligible  institutions 
have  almost  total  discretion  over  the  length  of  training 
programs  offered.  Unfortunately,  that  degree  of  latitude 
linked    to    inadequate    oversight    may    have    encouraged  some 
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institutions  to  develop  programs  longer  than  needed  to 
qualify  students  for  gainful  employment. 

We  made  recommendations  that  ED  ensure  verification  of  hours 
reported  end  consider  studying  establishment  of  guidelines 
for  determining  appropriate  course  lengths  for  various 
occupations  and  seek  legislative  authority  for  approving 
course  length* 

Clock  to  Credit  Hour  Conversions 

Credit  hours  are  used  as  course  length  me^-ures  at  degree 
granting  institutions  where  credits  may  he  transferred,  while 
clock  hours  are  used  by  certificate  granting  schools*  Clock 
and  credit  hour  equivalencies  for  measuring  course  length  are 
present  in  existing  regulations,  however,  ED  accepts 
conversions  approved  by  accrediting  agencies,  with  the 
understanding  that  the  agencies  are  reviewing  the  conversions 
for  reasonableness •  We  believe  ED  must  take  action  to  limit 
abuses  that  occur  when  schools  assign  unreasonable  credit 
hours  to  clock  hour  training  programs  solely  to  obtain 
additional  student  aid  funds. 

An  example  of  such  abuse  ir,  olves  a  school  where  a  13  month, 
1,300  clock  hour  x-ray  technician  program  was  reported  as 
converted  to   78   credit   hours*     While   an   actual   change  in 
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workload  did  not  take  place  as  required,  the  so-called 
conversion  increased  student  aid  funding  qualification  from 
$8,500  to  nearly  $18,000.  The  conversion  Meant:  students 
enrolled  in  the  program  were  eligible  for  op  to  four  Stafford 
loans,  the  same  number  that  can  be  made  to  full-time  students 
in  traditional  four-year  degree  granting  institutions* 

Clock  to  credit  hour  conversions  are  supported  by  accrediting 
agencies  representing  private  vocational  schools*  on  the 
premise  that  those  schools  are  offering  theory  and  lecture 
similar  to  credit  how  programs.  Although  it  has  not 
rejected  conversions  approved  by  accrediting  agenoiea,  ED  has 
expressed  concern  that  schools  are  converting  to  credit  hours 
solely  to  make  programs  eligible  for  additional  student  aid 
funds.  ED  holds  accrediting  agencies  responsible  for  making 
adequate  reviews  and  realistic  determinations  about  proposed 
conversions:  and  has  promised  to  reassess  its  position  if 
agency  decisions  are  found  to  be  lacking .  Nonetheless, 
highly  questionable  conversions  have  been  approved  for 
practically  all,  not  just  exceptional,  c^ses. 

To  be  considered  legally  authorized,  a  school  »ust  measure 
educational  programs  in  clock  hours  if  the  state  in  which  the 
school  is-  located  requires  such  measurement.  ED  officials 
have  indicated  that  they  hoped  this  would  be  a  solution  to 
abuses  associated  with  clock  to  credit  hour  conversions. 
However,    some   state  boards  have   already   been  persuaded  to 
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chang.  their  procedure*  to  allow  »uch  schools  to  convert  to 
credit  hour*.  The  conversion  foraulaa  adopted  by  tha  boards 
Mirror  those  of  tha  accrediting  agencies.  This  Bakes  it  more 
evident  that  instead  of  relying  on  accrediting  and/or  state 
agencies  to  limit  clock  to  credit  hour  abuses,  ed  must  take 
■ore  direct  action. 

We  recommended  that  ED  enforce  the  student  aid  equivalencies 
so  that,  regardless  of  the  system  of  measurement  used, 
students  enrolled  in  courses  of  similar  con'-nt  and  length 
qualify  for  similar  amounts  of  aid  and  that  ED  not  rely  on 
organizations  it  cannot  control,  if  accrediting  agencies  are 
to  raaain  part  of  the  syatem,  ED  should  stipulate  the 
standards  they  must  seat  when  aid  is  affected  and  then  review 
the  agencies  to  ascertain  whether  they  are  in  compliance. 


institutional  Datn  System  firifi) 

ED's  Institutional  Data  Systea  (IDS)  is  a  single  data  base 
system  capable  of  processing  extensive  information  on  the 
universe  of  postsecondary  education  institutions  as  well  as 
lenders  and  guarantee  agencies.  This  is  the  only 
comprehensive  source  of  information  in  ED  regarding  an 
institution's  eligibility  for  ar.i  participation  in  the 
student  aid  programs. 
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Although  we  did  not  perform  a  complete  analysis  of  the  IDS, 
va  concluded  that  the  effectiveness  of  using  the  system  as  a 
managenent  tool   for  monitoring  is  impaired  because  of  the 
extent  of  missing  data.    As  of  March  1989,  there  were  10,515 
institutional   main   campus   records   in   the   IBS  Eligibility 
File.    We  estimated  about  73%  of  the  data  in  the  130  fields 
in  this  file  were  blank.    While  some  of  these  fields  were  not 
applicable   to   a   specific    institution,    many   of   the  vital 
fields  pertaining   to  each   institution's   basic  eligibility 
ware  also  blank.     For  example,  the  field  for  state  licensing 
body  was  blank  for  all  but  13:  of  the  10,515  institutions. 
The  field  for  accrediting  body  was  blank  for  6,924  of  the 
institutions.       The     field     for     effective     date     of  an 
institution's  last  eligibility  notice  was  blank  for  851  of 
the  institutions. 

The  lack  of  this  essential  data  significantly  decreases  EITs 
ability  to  rely  on  the  IDS  to  help  sonitor  institutions 
participating  in  the  programs.  Ke  identified  about  200 
institutions  that  participated  in  the  loan  program  during 
fiscal  year  1987  even  though  there  was  no  information  in  the 
IDS  Eligibility  File  on  the  institutions,  although 
information  on  these  institutions  did  exist  in  the 
Certification  File.  This  should  not  have  happened  because  an 
institution  should  not  be  entered  on  the  certification  File 
until  it  is  part  or  the  Eligibility  File.  Without  a  complete 
universe  of  eligible  institutions  in  the  Eligibility  File  and 
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the  effective  data  of  an  institution's  last  eligibility 
notice,  ED  lacks  automated  controls  to  determine  whan 
institution*  ara  due  for  their  four  year  eligibility 
redetermination.  The  Kissing  information  also  prevents 
management  officials  from  gathering  comprehensive 
institutional  eligibility  data. 

Because  the  Certification  File  did  ndt  contain  complete 
information  on  the  active  status  code  for  institutions 
participating  -  this  field  was  blank  for  543  institutions  - 
the  IDS  is  not  useful  for  identifying  the  total  number  of 
active  institutions  participating  in  the  student  aid 
programs,  in  addition,  even  though  institutions  must  have  an 
audit  performed  by  an  independent  public  accountant  at  least 
every  two  years,  for  over  2,500  institutions  showing  as 
active,  the  IDS  did  not  show  an  audit  report  received.  our 
sample  of  60  audit  reports  listed  in  the  IDS  showed  that  50 
were  ©ore  than  two  years  old.  Thus  ED  either  did  not  receive 
the  current  reports  or  did  not  enter  the  information  into  the 
file.  For  these  institutions ,  the  IDS  could  not  be  used  to 
identify  any  recent  audit  deficiencies  affecting  an 
institution's  administration  of  student  aid  programs. 

In  November  1989,  we  recommended  actions  to  correct  these 
deficiencies.  Program  officials  agreed  with  our 
recommendations  and  are  currently  working  to  update  the 
information    in    the    IDS    system,     starting    with    the  most 
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vulnerable  areas  concerning  proprietary  schools.  They  plan 
to  have  the  system  updated  by  the  end  of  the  year. 

In  addition  to  problems  with  automated  records,  during  our 
work  on  both  the  eligibility  and  certification  processes,  we 
found  ED  staff  could  not  locate  the  manual  files*  During  the 
certification  audit,  they  could  not  locate  files  for  31 
institutions  selected  for  review,  which  represents  16.9%  of 
the  sample.  Of  the  31,  five  were  being  monitored  for 
administrative  deficiencies.  As  a  result  ED's  capability  to 
monitor  these  institutions  and  other  institutions  for 
continued  compliance  with  regulations  for  participation  in 
student  aid  programs  is  seriously  impaired. 


This  summarizes  our  work  in  the  area  of  ED  accreditation, 
eligibility,  and  certification.  I  would  also  like  to  comment 
on  a  few  matters  we  have  not  yet  had  time  to  fully  review 
concerning  actions  that  can  be  taken  to  identify  and  deal 
with  problem  schools  when  they  are  program  participants. 

ED  program  managers  have  a  system  of  program  reviews  which 
includes  short  site  visits  by  program  staff.  These  can 
result    in   recommendations    for    administrative    action  where 
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appropriate.  We  want  to  review  the  quality  and  usefulness  of 
these  reviews. 

In  addition,  student  aid  regulations  require  an  audit  of  each 
institution's  student  financial  aid  activities  every  two 
years  by  an  independent  certified  public  accountant*  These 
reports  cone  to  the  OIC  for  desk  review  of  the  report  and  for 
quality  control  review  of  the  workpapers  on  a  test  basis  in 
accordance  with  the  IG  Act  requirement  that  we  assure  quality 
of  all  audits  done  on  ED  funds.  We  have  consistently  found 
problems  with  the  quality  of  these  audits  and  are  working  on 
several  fronts  to  improve  these. 

We  are  also  concerned  that  there  are  legal  obstacles  to 
prompt  administrative  action  by  ED  to  cut  off  the  flow  of 
Federal  funds  in  response  to  recommendations.  For  example, 
ED  cannot  fully  utilize  the  Government-wide  debarment  and 
suspension  procedures  because  the  Higher  Education  Act 
entitles  schools  to  a  "hearing  on  the  record**  before 
eligibility  can  be  terminated.  These  hearings  can  take 
months  to  complete  and  are  costly  in  terms  cf  ED  resources. 
A  school  owner  may  be  suspended  or  debarred  based  upon 
improper  administration  of  Federal  student  aid  funds  or  even 
based  on  an  indictment  or  conviction  for  program-related 
fraud.  Nevertheless,  his  school  -  even  if  he  is  sole 
proprietor  -  may  remain  in  the  program  until  such  time  as  it 
receives  a  termination  hearing  on  the  record.     We  hope  that 
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ED 'a  emergency  action  regulations,  which  win  become 
affective  soon,  may  address  this  problem  for  tha  moat 
egragious  cases,  if  tha  ragulation*  withstand  the  inevitable 
court  challenges  that  have  derailed  them  in  tha  past. 

However,  we  believe  that  it  may  be  necessary  to  amend  tha 
Kighar  Education  Act  to  delete  tha  requirement  for  hearings 
on  tha  racord  in  order  to  permit  more  expeditious 
administration  of  the  atudant  aid  program*.  Thara  is 
substantial  due  process  for  schools  during  program  reviews, 
audits,  ate.  Schools  could  receive  hearings  consistent  with 
constitutional  due  process  which  would  allow  all  tha  relevant 
program  issues  to  be  aired  without  a  full  hearing  on  the 
record.  The  current  requirement  for  a  hearing  on  the  record 
is  all  too  often  exploited  by  proprietary  schools  which  can 
afford  to  mount  costly  legal  challenges  so  long  as  the  flow 
of  Federal  funds  continues/  In  the  interim,  the  public 
interest  suffer©. 

Another  obstacle  to  expeditious  administrative  and  even 
judicial  action  against  schools  that  abuse  the  programs 
relates  to  Chapter  11  bankruptcy.  This  can  be  a  potent 
weapon  for  schools.  By  securing  the  protection  of  the  court, 
which  has  an  interest  in  seeing  the  school  survive  through 
reorganisation,  even  a  school  that  cannot  make  loan  refund 
payments  to  former  students  may  continue  to  admit  new 
students  who  in  turn  incur  student  loan  obligations  for  a 
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school  that  may  well  close  or  otherwise  cut  back  its 
educational  program.  The  automatic  stay  provision  of  the 
Bankruptcy  Code  »ay  be  held  to  apply  to  an  ED  administrative 
action  to  terminate  or  otherwise  limit  the  bankrupt  school's 
participation  in  the  student  aid  program*.  In  that  case,  a 
bankrupt  school  can  retain  the  flow  of  Federal  funds  despite 
its  admitted  lack  of  financial  responsibility  to  administer 
the  program.  We  are  exploring  ways  to  deal  with  this  issue 
on  a  case-by-case  basis,  but  we  believe  that  legislation 
making  clear  that  administrative  action  by  ED  does  not  fall 
within  the  automatic  stay  provision  is  necessary  to  protect 
the  public  interest. 

Overall,  I  would  say  that  the  results  of  our  work  on 
accreditation,  eligibility,  and  certification  show  cause  for 
considerable  concern.  iovever,  I  believe  we  have  identified 
many  of  the  weak  points  in  the  system  *nd  we  have  found 
program  managers  receptive  to  our  concerns  and 
recommendations.  These  issues  will  not  be  corrected  easily 
and  there  are  national  policy  issues  involved  in  resolving 
some  of  them.  We  have  been  working  with  those  in  ED  who  are 
developing  legislative  suggestions  for  reauthorization  of  the 
Higher  Education  Act.  Our  focus  in  this  effort  is  not  so 
much  to  set  policy  direction,  which  is  the  responsibility  of 
the  Congress  and  program  administrators,  but  to  assure  that 
whatever  system  is  proposed  and  adopted  has  sufficient 
controls   to   assure   that    fund*    are    spent    efficiently  and 
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economically  and  with  sufficient  control©  in  place  to  prevent 
fraud  and  abuse ,    These  are  our  statutory  responsibilities. 

nevertheless,  it  is  clear  to  me  that  the  system  as  it  exists 
would  require  tremendous  resource*  to  manage  properly*  ED  by 
law  cannot  interfere  or  direct  the  quality  of  education  or 
curriculum,  yet  the  strong  perception  is  that  *y  making  a 
school  eligible  for  th  student  aid  programs,  the  Federal 
government  i&  attesting  to  the  quality  of  the  program.  The 
duped  student  and  the  taxpayer  are  the  losers. 

Despite  the  fact  that  the  programs  were  created  for  the 
students'  benefit,  the  system  gives  schools  due  process 
rights  that  have,  in  fact  or  at  least  in  the  minds  of  many  ED 
program  officials,  hamstrung  the  Department  from  keeping  out 
virtually  any  school  which  is  accredited  and  licensed  and 
from  expelling  schools  from  the  programs  once  they  are  in. 
Where  action  is  pursued  to  do  so,  the  heavy  staff  resource 
demands  of  the  due  process  procedures  make  action  slow  and 
difficult. 

Merely  keeping  track  of,  to  say  nothing  of  monitoring,  the 
thousands  of  schools,  lenders,  secondary  markets,  and 
servicers,  and  the  activities  of  the  many  guarantee  agencies, 
accrediting  bodies  and  state  licensing  agencies  is  an 
overwhelming  task.  The  programs'  statutory  and  regulatory 
requirements    are    so    complex    that    they    are    ripe  with 
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opportunities  for  fraud  and  abuse  when  the  business  economic 
interests  of  private  sector  participant©  conflict  with  the 
interests  of  students  and  taxpayers.  For  example,  a  law  that 
regulates  commissioned  student  recruiters  only  to  the  extent 
of  prohibiting  them  from  providing  Federal  student  aid  is 
very  difficult  to  enforce  and  leaves  a  gaping  loophole  for 
abuse.  Likewise,  a  law  which  allows  non-high  school 
graduates  to  participate  in  the  programs  without  even  passing 
the  minimal  ability-to-benefit  test  if  remedial  help  is 
provided  can  easily  be  abused  and,  as  a  result,  the  student 
may  receive  all  his  financial  aid  and  incur  the  corresponding 
debt  -  with  the  school  making  its  profit  -  without  the 
student  having  the  ability  to  benefit  from  the  training  and 
without  the  prospect  of  paying  back  the  loan. 

It  is  not  possible  to  create  a  program  totally  free  of  fraud 
and  abuse,  but  I  believe  what  we  need  for  student  aid  is  a 
program  strengthened  by  implementation  of  the  recommendations 
we  have  made,  as  well  as  by  some  of  the  proposals  being 
developed  for  reauthorization  which  will  result  in  a  program 
simpler  to  manage  given  that  we  have  finite  resources. 

Mr.  Chairman,  I  thank  you  for  the  opportunity  to  report  on 
our  efforts  on  student  aid  accreditation,  eligibility,  and 
certification  in  ED.  I  would  be  happy  to  answer  any 
questions  you  and  other  Subcommittee  members  may  have. 
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HEARING  FOLLOW-UP  QUESTIONS 

JAMES  B.  THOMAS,  JR. 
OFFICE  OF  INSPECTOR  GENERAL 
U.  S.  DEPARTMENT  OF  EDUCATION 
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Q.  on  page  22  of  your  statement,  you  explain  that  the 
Congressional ly  mandated  requirement  that  a 
proprietary  school  be  in  existence  for  two  years 
before  it  nay  be  determined  to  be  an  eligible  Title 
IV  institution  has  been  eroded  by  a  series  of 
administrative  actions,  including  a  waiver  of  the 
two-year  rule  for  branch  campuses  or  affiliated 
schools.  Could  you  elaborate  on  this  observation? 
Who  is  responsible  for  the  administrative  actions 
you  refer  to,  and  why  were  they  undertaken? 

A.  On  January  11,  1968,  the  Associate  Commissioner  of 
Higher  Education  approved  the  five  criteria  for 
making  exceptions  to  the  two-year  existence 
requirement. 

The  five  criteria  by  which  branch  campuses  could  be 
excepted  from  the  two-year  rule  are: 

the  parent  school  is  well  established  in  the 
state  as  evidenced  by  having  been  in  existence 
for  at  least  five  years  under  the  same 
ownership; 

the  parent  school  is  an  eligible  institution; 

the  parent  school  owns,  operates,  manages  or 
controls  the  branch  and  exercises  acceptable 
supervision  over  the  branch; 

the  school  requesting  che  waiver  is 
accredited ;  and 

the  branch  meets  all  other  requirements  of  the 
Higher  Education  Act,  including  such 
requirements  as  acceptable  financial 
statements  or  refund  policies. 

We  believe  that  the  exceptions  may  have  been 
related  to  the  accrediting  process  followed  back 
in  the  sixties.,  For  example,  some  accrediting 
agencies  required  a  parent  school  and  branches  to 
be  in  existence  for  two  years  prior  to  being 
accredited,  while  some  required  only  the  parent 
school  meet  the  two-year  requirement.  It  may  have 
been  a  question  of  attempting  to  treat  all  schools 
equally.  Additionally,  back  in  the  late  sixties 
there  were  considerably  fewer  schools  and  the 
programs  did  not  have  the  impact  that  they  do  today 
so  the  exceptions  may  have  had  very  little  impact. 

In  summary,  it  appears  that  exceptions  to  the 
two-year  rule,  as  a  practice,  has  been  occurring 
for    so     long    that    they     are    no     longer  even 
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questioned.  While  it  may  or  ©ay  not  have  been 
appropriate  back  in  the  sixties,  we  do  not  believe 
it  is  warranted  in  the  nineties,  considering  the 
problems  we  have  encountered  with  defaults  in  the 
rapidly  expanding  proprietary  sector. 

I  believe  that  there  is  presently  a  shift  toward 
improved  accountability,  as  evidenced  by  the 
Depart»ent's  promulgation  of  proposed  regulations 
mat  will  require  branch  campuses  to  exist  for  two 
years  before  gaining  eligibility  and  access  to  SFA 
tunas.  Also,  the  proposed  rules  will  provide  that 
a  branch  applying  for  »f reestanding"  status  must 
wait  two  years. 
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Q.  Your  Office  of  Audit  conducted  on-site  audit  work 
at  the  Culinary  School  of  Washington  from  January 
6,  1986,  through  July  9,  1986.  In  May,  a  draft 
audit  report  was  issued,  and  a  final  report  was 
issued  in  February,  1983,  I  understand  this  audit 
covered  a  period  of  three-and-a-half  years  and  was 

fuite  detailed.  Nevertheless,  one  might  consider 
t  excessive  to  have  two  years  elapse  between 
initiation  of  the  audit  and  Issuance  of  the  final 
report.  Why  did  it  take  so  long?  Please  briefly 
explain  the  audit  procedures  at  tne  Culinary  School 
of  Washington  over  these  two  years. 

A.  We  iniiated  an  audit  in  January  of  1986-  On  May 
16,  1986,  we  transmitted  a  memorandum  alerting  the 
Assistant  Secretary  for  Post secondary  Education  to 
the  deficiencies  our  audit  work  had  disclosed  up  to 
that  time.  We  requested  the  Department  to  inform 
us  of  any  planned  action  within  thirty  days.  On 
July  lr  1986,  the  Department  notified  us  that  they 
did  not  believe  it  was  appropriate  to  take 
administrative    action   because    our    findings  were 

?reliminary .  However,  they  stated  that  upon 
ssuance  of  the  draft  report  they  would  take  action 
needed  to  protect  the  interest  of  the  Federal 
government . 

The  OIG  conducts  both  audit  and  investigation 
activities,  sometimes  simultaneously,  with  respect 
to  a  particular  entity.  At  the  time  the  Culinary 
audit  was  initiated,  our  office  had  an  internal 
policy  in  effect  restricting  issuance  of  audit 
reports  concerning  entities  on  which  we  had 
investigative  work  in  process;  this  was  to  prevent 
publication  of  information  that  could  potentially 
prejudice  judicial  action.  By  the  end  of  April 
1987,  we  were  able  to  determine  that  release  of  our 
draft  report,  which  would  deal  primarily  with 
issues  related  to  refunds,  would  not  impair  our 
investigation  activities.  Thus,  our  draft  report 
was  issued  shortly  thereafter,  in  May  1987. 

Once  the  draft  report  was  issued,  as  with  every 
draft  report,  we  allowed  the  audi  tee  30  days  to 
respond  to  the  draft  report  in  writing.  in  the 
case  of  Culinary,  a  request  for  an  extension  was 
granted,  and  audited  comments  were  received  at  the 
end  of  July,  1987.  subsequently,  we  reviewed  the 
audi tee's  comments  and  incorporated  them  into  our 
final  report.  Normally,  this  process  should  only 
take  about  30  days,  but  due  to  the  length  of  this 
report  and  the  presence  of  competing  workload 
priorities  at  the  time,  some  further  delays  took 
place,  and  the  report  was  not  issued  until  February 
1988. 
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#3.    Q.      Your  February,  1988,  audit  states, 

Based  on  the  results  of  our  review,  we  concluded 
that  Culinary  School  of  Washington's  management  was 
fully  aware  of  this  non-compliance  with  student 
financial  aid  regulations  but  failed  to  implement 
corrective  actions.  In  our  opinion,  Culinary 
School  of  Washington  has  caused  undue  hardship  for 
the  student  borrowers ,  lending  institutions,  HEAP, 
and  ED,  and  has  caused  the  Federal  Government 
thousands  of  dollars  in  unnecessary  interests  and 
special  allowance  costs. 

What  did  your  Office  do  about  these  finding?  what 
action,  if  any,  did  the  Department  of  Education 
take  in  response  to  these  findings? 

A.  As  indicated,  we  notified  the  Department  even  prior 
tc  issuance  of  our  draft  report  of  the  problems 
present  at  Culinary.  Secondly,  in  the  transmittal 
of  our  draft  report  we  added  language  to  emphasize 
the  serious  nature  of  the  violations  disclosed. 
Our  final  report  recommended  that  the  school  repay 
GSL  refunds  and  take  other  corrective  actions  to 
prevent  future  occurrences  of  the  nature  disclosed 
during  the  audit.  Our  final  report  also  cited  the 
results  of  two  independent  public  accountant  (IPA) 
SFA  audits  covering  similar  periods  of  time. 

The  SFA  audits  of  Culinary  for  the  two  years  ended 
June  30,  1984  (dated  September  23,  1986)  and  the 
two  years  ended  June  30,  1986  (dated  April  1 ,  1987) 
were  received  by  Department  officials  on  October  3, 
1986  and  September  3,  1987,  respectively.  Both  of 
these  reports  indicated  continuing,  significant 
problems  at  Culinary.  Our  final  report  referred  to 
the  ipa  work,  as  well  as  our  own  independent 
testing  of  GSL  transactions,  and  concluded  that  in 
addition  to  the  work  we  performed,  "there  is  no 
assurance  that  items  not  examined  were  in 
compliance  with  applicable  laws  and  regulations." 

Further,  subsequent  to  the  issuance  of  our  final 
audit  report,  the  Higher  Education  Assistance 
Foundation  (HEAF)  issued  a  report  of  their  on-site 
review  conducted  on  June  6  and  7,  1988.  The 
transmittal  of  this  report  also  emphasized  the 
seriousness  of  the  violations  that  surfaced. 

Then,  in  July  1988,  through  the  audit  resolution 
system,  the  Department  notified  Culinary  of  actions 
the  school  must  take  and  information  it  needed  to 
submit  before  the  Department  would  take  further 
action.  Information  was  subsequently  exchanged 
during  an  August  4  meeting.    On  September  14,  1988, 
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the  Department  issued  a  letter  of  final 
determination  to  the  school  calling  for  tuition 
refunds  to  be  made  and  other  corrective  actions* 

Finally,  during  1989,  the  frequency  of  complaints 
against  Culinary  increased,  prompting  the  Office  of 
Postsecondary  Education  to  perform  a  program  review 
in  July  1989.  Because  the  school  continued  to  be  a 
subject  of  controversy  even  after  the  program 
review,  my  of.  ice  initiated  an  inspection  in 
January  1990,  eoout  the  same  time  the  school  filed 
for  Chapter  11  bankruptcy  to  enable  it  to 
reorganize  and  continue  operating.  At  the 
conclusion  of  the  inspection  and  subsequent  to  our 
verbal  discussion  with  school  officials  covering 
our  findings,  the  school  voluntarily  agreed  with 
the  school's  licensing  agency  to  cease  operations 
—  as  of  June  30,  1990. 
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In  April ,  1985,  your  office  based  its  criminal 
investigation  on  information  that  a  material 
percentage  of  students  either  never  attended  the 
Culinary  School  of  Washington  or  dropped  out  prior 
to  graduation.  What  were  the  results  of  that 
investigation? 

The  OIG  opened  an  investigation  on  the  Culinary 
School  of  Washington  (school)  in  January  1986.  The 
investigation  was  predicated  upon  information 
provided  by  the  Federal  Bureau  of  Investigation 
that  alleged:  the  school  was  recruiting  low  income 
students  who  qualify  for  government  student  loans 
and  Pell  Grants?  the  school  received  these  funds 
prior  to  the  students  enrollment;  a  substantial 
percentage  of  the  schools  students  never  attended 
the  school  or  drop  out  prior  to  graduation;  and  the 
school  intentionally  failed  to  refund  the  unused 
portion  of  the  tuition,  thereby  resulting  in  a  loss 
to  the  government* 

Interviews  of  former  school  employees  and  students 
indicated  that  the  administration  of  the  school  was 
poor?  that  the  school  recruited  many  students 
unsuited  for  or  unable  to  benefit  from  the  programs 
offered;  that  many  students  stopped  attending 
classes  shortly  after  they  began;  and  that  the 
school  failed  to  make  appropriate  tuition  refunds 
on  behalf  of  the  student  oorrowers  to  GSL  lenders. 
In  addition  an  analysis  of  over  11,000  bank  checks 
drawn  on  six  accounts  revealed  that  the  school 
owner,  the  owner's  spouse  and  other  members  of  the 
owner's  family  received  a  significant  amount  of  the 
school's  gross  receipts  between  1982  and  1986. 

A  report  of  investigation  containing  the  foregoing 
findings  was  provided  to  the  United  States 
Attorneys  office,  Washington,  D>  C.  in  late  January 
1988.  During  a  meeting  with  the  assigned  Assistant 
U.  S.  Attorney  (prosecutor)  to  discuss  the  findings 
contained  in  the  OIG  report,  the  prosecutor  was 
also  advised  that  as  of  late  January  1988  the 
school  had  made  about  $210,000  in  refunds  to  the 
Higher  Education  Assistances  Foundation  (HEAF) ,  a 
non-profit  guarantee  agency.  These  refunds  were 
made  in  accordance  with  an  October  1986  agreement 
between  the  school  and  HEAF  wherein  the  school 
agreed  to  pay  tuition  refunds  to  former  students 
totaling  about  $375,000  plus  accrued  interest. 

Upon  learning  of  the  school's  repayment  of  tuition 
refunds,  the  prosecutor  advised  that  criminal 
intent  would  be  very  difficult  to  establish  in  this 
case.  At  the  conclusion  of  a  January  1988  meeting 
the  prosecutor  requested  no  further  investigation 
ana  advised  he  would  issue  a  prosecutive  opinion 
after  a  detailed  review  of  the  OIG  report  of 
investigation,  which  was  provided  at  the  meeting. 
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In  August  1988,  follow-up  contact  with  HEAF 
determined  that  as  of  August  1988  the  school  had 
paid  HEAF  a  total  of  $329,000  in  tuition  refunds. 

In  lieu  of  a  formal  declination  of  prosecution,  the 
OIG  advised  the  prosecutor,  in  a  September  16 ,  1988 
letter,  that  the  OIG  was  closing  its  investigation 
of  the  school.  Further,  the  prosecutor  was  given 
the  updated  tuition  repayment  figure •  In  addition, 
the  prosecutor  was  informed  that  unless  he 
objected,  we  intended  to  share  our  investigative 
and  audit  findings  with  another  federal  agency. 

Since  no  further  communication  was  received  from 
the  prosecutor,  the  OIG  investigation  was  closed  in 
October  1988. 
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#5.  Q.  Has  the  Department  of  Education  taken  any  action  to 
debar  or  prohibit  any  school  owned  by  Barkev  or 
funding?1  Kibarian  fron  Participating  in  Title  IV 

A.  we  were  advised  by  the  office  of  the  General 
Counsel  that  no  school  owned  by  Barkev  or  Mary  Ann 
Kibarian  ia  currently  participating  in  any  Title  IV 
fw?9"?8-  °n  Jun*  26'  1990'  »•  Olc  recommended  to 
ttL  ^?u»y  ,  *s»istant  secretary  for  Student 
Financial  Assistance  that  the  Kibarians  be  issued  a 
notice  of  government-wide  suspension  and  a  proposed 
government -vide  debarment  from  Federal 
SS5?«fCttS*?ent  tr«nsactions.  it  had  been  in  the 
™ff  °f  Jlha  *55f«l  Counsel  for  legal  sufficiency 
ZTtt  v-  Tha  notice  is  now  being  prepared  by  the 
Office  of  Postsecondary  Education.  pteFa,rBa  Dy  rne 
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Does  the  Department  of  Education  monitor  the 
results  of  State  court  litigation  involving 
accrediting  agencies  that  are  compelled  by  the 
state  courts  to  accredit  schools  the  agencies  rind 
are  unworthy?  Specifically*  does  the  Department  of 
Education  have  the  authority  to  become  involved  in 
the  appeal  process  for  these  schools  who  are  or 
will  eventually  be  participating  in  the  Title  IV 
program?  If  the  Department  does  have  the 
authority,  have  any  appeals  been  filed? 

Our  office  did  not  review  State  court  cases  as  part 
of  our  audit  effort  and  therefore  we  do  not  have 
first  hand  knowledge  of  the  extent  to  which  the 
Department  was  aware  of  them.  We  were  advised  by 
both  the  program  personnel  and  a  staff  attorney 
from  the  office  of  General  Counsel  that  the 
Department  does  not  track  this  information. 
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During  the  ten  years  you  have  been  the  Department 
of  Education ' s  Inspector  General ,  what 
recommendations  have  you  Bade  as  to  improvement  of 
the  student  financial  aid  program?  How  many  of 
those  recommendation  have  actually  been 
implemented,  and  what  has  been  the  beneficial 
effect  of  those  changes? 

Since  1982,  the  Office  of  Inspector  General  has 
issued  forty  nationwide  and  internal  audit  reports 
or  management  improvement  reports  on  the  SFA 
programs.  (Reports  issued  prior  to  1982  have  been 
archived  and  were  not  readily  available  for 
analysis.  There  were  no  nationwide  or  headquarters 
internal  audits  issued  on  SFA  programs  during  that 
time  period).  Also,  wo  have  recently  issued  three 
draft  internal  audit  reports  as  discussed  at  the 
hearings,  it  is  important  to  note  that  the  40 
reports  do  not  include  audits  of  individual 
entities. 

With  regard  to  the  40  reports,  the  Department's 
audit  tracking  system  shows  that  10  audit  reports 
have  been  closed.  Records  on  the  remaining  30 
reports  show  that  we  made  128  recommendations?  26 
of  which  are  closed  and  102  are  open. 

Of  the  10  reports  that  have  been  closed,  we  believe 
that  appropriate  action  has  been  taken  on  nine. 
The  remaining  report  addressed  the  potential  for 
Guarantee  Agency  conflict  of  interest  in  the  GSL 
program  and  questions  regarding  the  financial 
stability  of  some  of  the  Guarantee  Agencies.  I 
intend  to  ask  the  Department  to  reconsider  some  of 
our  recommendations  in  this  area. 

our  recommendations  addressed  various  steps  that 
the  Department's  program  managers  could  take  to 
improve  their  administration  of  the  Title  IV 
program.  Generally,  our  recommendation  focused  on 
assuring  that  Department  manager  had  adequate 
controls  over  the  information  they  received  and  the 
manner  in  which  they  processed  it.  Collectively, 
we  believe  our  recommendations  helped  to  improve 
the  programs'  economy  and  efficiency. 

Enclosed  as  Attachment  1  is  a  summary  of  the  status 
or  management  actions  on  the  recommendations 
contained  in  the  40  reports.  Enclosed  as 
Attachment  2  is  a  synopsis  of  the  reports'  findings 
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UNITED  STATES  SEK  -TE 
PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 
COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 


TESTIMONY  CF  ELIZABETH  IKHOLE,  ESQ. 
SOUTH  BROOKLYN  LEGAL  SERVICES 
105  COURT  STREET 
BROOKLYN ,  NEW  YORK  11201 
12  SEPTEMBER  1990 


1  am  the  Consumer  Law  Specialist  for  Legal  Services  of  New 
York  City  whose  neighborhood  offices  provide  free  legal  repre- 
sentation to  low-income  persons.     Over  the  past  four  years,  our 
offices  have  been  deluged  with  complaints  about  proprietary  trr.de 
schools:  students  defrauded  by  promises  of  free  training  and  high 
paying  jobs,  tricked  into  signing  for  loans  they  did  not  necessa- 
rily need  or  want,  disgusted  by  broken  equipment  and  teachers  who 
do  not  teach  or  even  show  up  for  class,   and,   ultimately,   sued  or 
harassed  because  of  defaulted  loans. 

Each  day  I  receive  several  telephone  calls  from  students, 
counselors,   lawyers  and  other  advocates  a: to;  :  problems  concerning 
for-profit  vocational  schools  and  related  financial  aid  matters. 
It  is  no  exaggeration  to  say  that  nearly  every  client  who  walks 
through  our  doors  has  either  had  a  proprietary  trade  school  pro- 
blem herself  ox  has  a  friend  or  relative  who  is  aggrieved.     As  a 
result,  we  have  made  proprietary  trade  school  problems  our  high- 
est priority  consumer  cases. 

We  have  brought  class  action  suits  against  several  New  York 
City  trade  schools,  only  to  have  the  schools  enter  bankruptcy. 
So  far,  the  frustrating  results  of  our  efforts  are  prolonged 
litigation  against  corporate  shells  with  little  or  no  assets? 
students  who  have  received  no  training  or  jobs,  are  saddled  with 
defaulted  loans  and  barred  from  further  educational  opportuni- 
ties; and  taxpayers  who  must  pick  up  the  tab  on  not  only  the  de~ 
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faulted  loans  but  on  the  interest  and  other  loan  subsidies  that 
sustained  these  fraudulent  operations. 

Because  it  has  been  impossible,  after  the  fact,  to  rectify 
the  damage  perpetrated  by  trade  school  misconduct,  we  believe 
that  legislative  and  regulatory  change  is  needed  at  the  front 
end.    Tight  control  over  proprietary  trade  schools'  access  to 
federal  student  aid  could  prevent  these  frauds  from  happening. 
Optimally,  proprietary  trade  schools  should  be  regulated  separ- 
ately from  traditional  institutions  of  higher  education  because 
the  two  are  qualitatively  different—both  in  their  motivation  and 
their  purported  missions.    At  minimum,  Congress  needs  to  enact 
exacting  standards  for  recognising  accrediting  bodies  and  for 
holding  them  accountable,  as  well  as  high  performance  standards 
for  proprietary  trade  schools  to  meet  before  they  can  receive 
federal  funding. 

X.     SOUTH  BROOKLYN  LEGAL  SERVICES'  EXPERIENCE 
 HITH  PROPRIETARY  TRADq  SffftQOL  ISSUES 

In  the  past  three  years,  our  office  has  represented  hundreds 
of  trade  school  students.    We  have  filed  three  class  action  law- 
suits on  behalf  of  such  students  against  their  former  schools. 
In  May,   1987,  in  conjunction  with  the  law  firm  of  Willkie  Farr 
and  Gallagher  (serving  as  pro,  bono  co-counsel),  w©  filed  a  law- 
suit in  federal  district  court  for  the  Eastern  District  of  New 
Vork  against  Adelphi  institute,  Inc.    ("Adelphi no  relation  to 
Adelphi  university)  and  its  owners  and  officers  raising  claims 
under  the  federal  Racketeer  Influenced  Corrupt  Organizations 
("R.l.C.O.")  and  Higher  Education  Acts  as  well  as  fraud,  misre- 
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presentation,  breach  of  contract,  breach  of  fiduciary  duty,  and 


institute,  InZ,,  Civil  Docket  No.  87-1578.)     The  suit 
alleges,  among  other  things,  that  Adelphi  was  run  not  to  provide 
education  or  training,  but  as  a  fraudulent  scheme  to  obtain 
government  revenues  in  the  form  of  grants  and  loans. 

just  months  prior  to  Adelphi  becoming  licensed  by  New  York 
State  and  accredited  by  A.I.C.S.,  its  principal  owner  had  been 
convicted  of  defrauding  the  federal  government  of  Manpower  Train- 
ing funds.     At  its  peak,  Adelphi.  a  nationwide  chain,  had  six  New 
York  locations,  enrolled  several  thousand  students,  and  received 
§80-120  million  in  state  and  federal  grants  and  loans.     In  1989, 
the  principal  owner  was  indicted  in  New  York  State  couxt  in 
Manhattan  for  unlawfully  withholding  student  loan  refunds.  We 
believe  that,  nationwide,  Adelphi  did  not  refund  approximately 
$10-12  million  in  student  loans,  the  bulk  of  which  are  probably 
now  defaulted.     Two  months  after  we  filed  the  lawsuit,  Adelphi 
filed  a  Chapter  11  bankruptcy  reorganisation  petition?  two  months 
after  that,  Adelphi  closed  its  doors  nationwide  and  converted  its 
bankruptcy  into  a  Chapter  7  liquidation. 

in  February,    1968,  our  office  filed  (subsequently  the  law 
firm  of  Davis  Polk  and  wardvell  joined  as  px£  fe©.no  co-counsel)  a 
class-action  lawsuit  in  New  York  State  Supreme  Court,  Kings 
County  against  Market  Training  Institute,  Inc.    ("MTIH)  and  its 
owners  alleging  fraudulent  inducement,  misrepresentation,  breach 
of  contract,  breach  of  fiduciary  duty,  and  Deceptive  Practices 


Deceptive  Practices  Act  violations. 
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Act  violations.     (Joseph  Fioueroa.  at  al.  vr  Market  Training 
Institute  In?ri  ft  fUt,  Index  Ho.  4539/88.)     In  1989,  New  York 
State1 a  loan  guarantee  agency  terminated  KTX»s  participation  in 
its  program  because  of  MTl's  wrongdoing  in  handling  student 
loans.     In  August,  1989,  in  the  midst  of  litigation,  MTI  filed  a 
Chapter  ll  bankruptcy  petition  which  has  since  been  converted  to 
a  chapter  7  liquidation.    MTI  was  accredited  by  A.I.C.S. 

Our  third  class  action  suit  was  commenced  in  November,  198£ 
in  New  York  state  Supreme  Court,  New  York  county,  against  Crown 
Business  Institute  in  Manhattan  and  its  owners,  as  well  as 
Florida  Federal  Savings,  Norwest  Bank,  and  other  holders  of  the 
plaintiffs*  student  loans  and  H.E.A.F.,  the  loan  guarantee 
agency.     Private  co-counsel  on  the  Crown  case  is  Jane  Barrett, 
Esq.  of  Manhattan.     (Lug  HPUnft,  gfc^L.  v,  Crown  Bttfiinfi&S  Xng*X- 
fci&e  ^Vi^lsc^,  Index  no.  24332/88.)     Crown  closed  its 
Manhattan  school  in  1988.     While  the  school  is  not  in  bankruptcy, 
we  believe  it  has  few  assets  against  which  to  recover.  Defen- 
dants motions  to  dismiss  are  currently  under  submission  before 
the  court. 

We  have  to  come  to  recognize  the  limited  benefits  of  liti- 
gating within  a  fundamentally  flawed  system  where  the  accrediting 
bodies  and  the  U.S.  Education  Department  sometimes  seem  aligned 
with  the  schools  against  the  student-consumers1  interests. 
Daily,  we  hear  from  our  clients  the  far-reaching  consequences 
they  suffer  by  being  victimized  by  proprietary  trade  schools:  as 
much  as  $6,625  in  defaulted  loans,  threats  of  lawsuits,  ineli- 
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gibility  for  any  future  student  financial  aid  including  grants, 
negative  credit  ratings,  loss  of  confidence  in  themselves,  and 
loss  of  faith  in  the  governmental  system  that  allows  funds  to 
flow  to  fraudulent  operations.     Because  proprietary  trade  schools 
can  fold  up  their  tents  overnight— their  only  real  asset  being 
the  ability  to  tap  into  the  flow  of  federal  student  aid— our  ex- 
perience shows  that  chances  for  recovering  damages  through  liti- 
gation are  slim. 

A.     Elimination  of  Proprietary  Trade  School 
Eligibility  For  H.E.A.  Funds;  Any 
Separate  Federal  runding  Based  On 
Performance  Standards. 

Our  clients  present  a  strong  need  and  desire  for  high  quali- 
ty basic  literacy  and  Engl ish-as-a-second-language  programs,  nnd 
for  job  training.     Based  on  our  clients*  experiences,  proprietary 
trade  schools  do  not  fill  that  need  because  they  are  profit-, 
rather  than  product-driven.     The  present  regulatory  scheme  has 
developed  standards  and  controls  oriented  towards  regulating  tra- 
ditional, non-profit  institutions  of  higher  education.  This 
system  has  failed  to  maintain  minimal  levels  of  quality  in  pro- 
prietary trade  schools,  and  in  fact  may  have  festered  widespread 
fraudulent  practices. 

One  solution  is  to  acknowledge  the  differences  between  pro- 
prietary trade  schools  and  other  institutions  of  higher  education 
and  to  separate  their  funding  and  regulation.     Job  training  and 
placement,  the  stated  goals  of  proprietary  trade  schools, 
naturally  lend  themselves  to  objective  standards  and  measures. 
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Proprietary  trade  schools  could  thus  be  removed  from  the  Title  IV 
programs  and  the  jurisdiction  of  the  U.S.  Department  of  Education 
and  separately  funded,  contingent  on  meeting  performance  stan- 
dards designed  specifically  for  trade  schools.     The  U.S.  Depart- 
ment of  Labor  already  oversees  such  a  model  under  the  j.T.P.A. 
program.     Conditioning  eligibility  for  federal  aid  on  performance 
standards,  such  as,  job  placement  rates  within  the  field  of 
training,  student  withdrawal  rates,  and  loan  default  rates  would 
provide  meaningful  incentives  to  proprietary  trade  schools. 
B.    Making  The  Accreditation  Process  Meaningful 
The  Department  of  Education  relies  almost  exclusively  on 
private  accrediting  agencies  to  evaluate  and  vouch  for  the 
quality  of  educational  institutions  before  they  can  participate 
in  federal  student  aid  programs.    While  this  system  with  its 
self-evaluation  and  "peer  review"  may  be  adequate  for  non-profit 
colleges f  it  clearly  is  not  working  to  the  benefit  of  students  or 
taxpayers  with  respect  to  proprietary  trade  schools,     in  our 
view,  there  are  two  basic  flaws  in  the  process.     First,  the 
federal  statutes  lack  clear  direction  as  to  the  standards  that 
the  Secretary  of  Education  should  use  to  grant  "recognition"  to 
accrediting  bodies.    Thus,  inappropriate  agencies  have  been  given 
the  powerful  role  of  assessing  the  quality  of  trade  schools  and 
opening  the  floodgates  of  federal  student  aid  to  them. 

As  one  state  agency  report  has  noted,  "Accreditation  is  a 
peer-revxew  process— vocational  school  operators  evaluating  each 
other          Because  they  are  composed  of  school  operators,  they 


240 


come  closer  to  being  trade  associations  than  objective  evaluating 

bodies          [TJhese  accrediting  agencies  work  against  the  public 

interest  by  creating  the  impression  in  the  public  mind  that  the 
schools  have  been  endorsed  by  truly  objective  evaluating  bodies." 
New  York  State  Consumer  Protection  Board  Report,  July  20,  197  8, 
"The  Profits  of  Failure",  pp.  72-3. 

secondly,  inadequate  statutory  and  regulatory  requirements 
for  accreditors  have  allowed  them  to  evade  responsible  decision- 
making about  which  trade  schools  to  accredit,  continue  or  ter- 
minate.   Accreditation  is  routinely  granted,  for  example,  without 
the  accreditors  giving  weight  to  records  of  complaints  about  or 
findings  against  proprietary  schools  by  state  regulators,  without 
regard  to  the  owners*  prior  convictions,  and  sometimes  without 
site  visits.     In  many  instances,  accreditors  grant  approval  or 
fail  to  impose  sanctions  against  proprietary  schools  even  though 
they  are  subject  to  state  regulatory  fines,  disallowances,  and 
disciplinary  actions. 

In  fact,  the  Federal  Trade  Commission  has  found  that  accre- 
ditation has  no  perceptible  effect  on  the  operation  of  proprie- 
tary schools: 

"The  types  of  complaints  registered 
against  accredited  schools  are  the 
same  as  those  filed  against  un- 
accredited schools  and  we  have  no 
evidence  to  indicate  that  accredi- 
tation has  served  to  reduce  the 
form,  scope,  or  content  of  such 
complaints. 

F.T.C.  Report,   "Proprietary  Vocational  and  Home  Study  Schools", 
Dec.    10,   1976,  p.  323. 
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A  telling  example  of  the  intractable  conflict  of  interest 
faced  by  proprietary  school  accreditors  is  demonstrated  by  the 
testimony  of  Stephen  J.  Blair,  President  of  the  National  Asso- 
ciation of  Trade  and  Technical  Schools  ( "NATTS") ,  presented  to 
this  subcommittee  on  February  20,  1990.    Mr.  Blair  emphasized 
NATTS 1  "interest  in  closing  down  bad  schools  and  eliminating 
abuses"  and  held  forth  as  his  main  example  a  "consumer  booklet" 
recently  published  by  NATTS  on  choosing  a  proprietary  trade 
school  entitled  "Getting  Skilled,  Getting  Ahead".  "Getting 
Skilled,  Getting  Ahead"  does  not  contain  ^.JKCjcd^_waniin^  that 
unscrupulous  "bad  schools"  exist,  much  less  advice  on  how  to  spot 
and  avoid  getting  entrapped  by  fraudulent  practices.1 

Proprietary  trade  schools  need  to  be  made  directly  account- 
able to  the  federal  government.     Delegation  of  the  power  to  de- 
termine eligibility  for  massive  amounts  of  federal  dollars  with- 
out enumeration  of  specific  statutory  responsibilities  has 
severely  weakened  that  accountability.     The  federal  government 


in  1988,  the  Department  of  Education  issued  its  com- 
?™S^k  «PrePared  by  Pelavin  Associates)  which  cata- 

logued the  wioespread  problems  of  consumer  fraud  in  the 

S^r^ary^rade  SCh°o1  indust^-     It  is  a  sad  commentary  that  a 

,  later  the  DePartment  apparently  co-sponsored  "Gettinc 
Skilled    Getting  Ahead"  which  promotes  proprietary  trade  schools 
StL0t*eT  vocatio*al  Programs  without  anymentio^  ofthe  pro- 
inaoLoL^?SUlT-fraUd'  and  without         admonitions  about 
inappropriate  admissions,  excessive  financial  aid  obligations, 
t±°'     *  c°Py°f  «  consumer  protection  comic  book  developed  by  a 
consortium  of  student  advocates  in  New  York  entitled  "The  Career 
School  Con  Game"  is  annexed  for  your  information?    If  Se 
"GettfL  cv^?eS  ^^P?3^0"  center  continues  to  distribute 
G^         I         »  '(?  ting  ^ead"'  we  request  that  the  Center  also 
enclose  and  distribute  copies  of  "The  career  School  Con  Game"  in 
order  to  present  a  balanced  view. 
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must  either  change  its  hands-off  attitude  and  judge  the  quality 
of  proprietary  trade  schools  itself  or,  at  the  very  least,  enact 
measurable  eligibility  standards  to  ensure  that  both  proprietary 
trade  schools  and  the  accrediting  agencies  are  doing  their  jobs. 

Thank  you  for  this  opportunity  to  present  our  clients' 
experiences.     If  you  have  further  questions,  I  would  be  happy  to 
respond. 
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Haorlna  rollov-us  Qu«Btlana 

SUsftbfttfc  laholi,  X»q. 
Director,  Can*uB*r  emit 
South  Brooklyn  hmjml  Smrvlcm* 
Brooklyn,  n«v  York 


Q.      Practice,  chmr*ct«ri«tic#,  and  ovn«r*hip  of  proprietary  .chools 

:«fidly-  *>     thin*  th«t  •Sn5itingr42£ii! 

A.      ¥•»,  .or.  fr.gu.nt  vi.it.  .ight  be  h.lprul,  but  only  if  th.y  sr. 
unannounced.     In  the  cour..  of  litigation,  w  hav.  l.arnad  f™Z 

SSPlJnf  ^th^LSSEf  "V*"*.  -ol-nup  «i..ionS"  wh.n 
m.y  litrn  that  th.  accrediting  twi  is  about  to  d.acand .  ona 

?«.°v!".it.MC^^  t0r  U*  h7'    ^  Pr.p*r.tion  for  ac'r.ditl^ 
v!i         ?m?r  <"*«ni».d  what  ha  called  -shot  taama-  to 
da. troy,  hid.,   and  altar  cartain  atudant  (nM  to  i»ncaal  that 

SJt-"^S°i^B;i?tt^1  to  coU#ct  financial  tti  tit  «u- 

±?Znd.j£ U^ESTTw  P*r5°I«f0*"  to  »aat  fadaral  financial  Hd 
standard,  where  tha  atudant  vm  not  pacing;  and  to  «cva  coa- 

vUit •tfSMfcTi£natf  Ration  aolTly  fir  th.  .°cJreditor\ 
prowrlv  Si1?  i-P"*-10"  tha  achool  .it.  „«. 

4^5!Il£  ^iPPT?'      H*  ■worn  to  u.  that  "financial  aid, 

icadaaio,  and  placaaant  raoorda  vara  routinaly  altar ad  -  at 
cour..,  requiring  unannounced  vi.it.  alona  will  not  w*.  anv 
diff.r^o.  if  accreditor,  oontinu.  to  ba  predi.po.*  to  acc.rt- 
t"9  propri.t.ry  achool.'   explanation.,  to  acoapt  without  vlrl- 

ssss  as ss%?a\  rssa.- te  *  - 

ov.f^Tri.'tarTinf.i  *«  l' 

crat^TTJ  ov.r  proprietary  Institution,  i.  fr.g»ant.d  a  .one  « 
or?«t^,^  i  f#dtr,i  «t*ta  agancia.,  l.ndare,  public  and 

P£  Li  lo*n  **»«rantor»,  and  accreditor..  Information  i»  ..irtn« 
'^^T?  th»  -relator.-  and  enforced  ^ld£,    if  "vfr 

coordinated.        c.S.    D.part»ant    of    Educ. t i  on    ( «r*p*  rtnJnt  > { 

..ploy...  hav.  told  M  that  when  th.y  tri.Sto  g.t  ,ch^l^for- 
£PirT^nrv.:^ot^M^\i^,;^     *«.  Ei?^.* 

a!St  hZT  a^r^.^!  to  **'    0n  ">»  on»  hand,  tha  Oapart- 

^**.  tti*9-,*^  br°*d  r»»Ponaibility  to  accreditor,  without 
""ing  forth  clear  line,  of  accountability.    £n  the  o^.r  hand 
tha  Department  •«  regulation,  appear  to  »tiln  -1 

th?»&t££?.  ™ ^rt-ant^Tvar  .x"  ci...*  ££1-! 
tn.  Department's  regulation,  prohibit  orotsrl.t-.rv  V  : 

-king  ■tnr^Muntktian..    34  cTiTr.  ||«8  71-7?  i^fn  ? 

..ked  why  th.  Departs  to  invi.|fg^.  S' d^.^! 
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plaint,  of  mierepraeentation,    D.p*rt~nt  ^oytt 
have  told  me  that  they  hendle  only  financial  aid  ieeuea  provable 
by  documentary  evidence.     Control  over  proprietary  inetitutione 
ia  clearly  licking, 

Branching  haa  been  cited  aa  an  area  ^•tw^r?^*4di"i~it^^! 
accrediting  aganciee.     Do  you  think  we  ehould  limit  brench  cm 
puiee  to  a  apecific  diatanca  from  the  main  achool  end/or  require 
the  branchee  to  teach  the  aame  type  program*  aa  the  main  campua? 

Branching  createa  difficultiee  for  accreditore  by  allowing  rapid 
inatitutional  expanaion  with  limited  monitoring  ability  but  it 
alao  createa  e  high  potentiei  for  freuduient  receipt  of  federal 
funde.  Limiting  branohea  to  a  apecific  geographic  aree  or  to 
certain  program*,  aa  tha  queetion  auggeata,  would  not  aaaura  the 
proper  receipt  of  Title  XV  funda  and  therefore  would  not  ede- 
quately  addreea  the  wideapreed  problem*  cauaed  by  branching. 
Tor  example,  in  or  about  198?  Adelphi  Inetitute,  under  Order  to 
Show  Cauae  from  A.X.C.9.,  opened  another  looation  in  Jamaica, 
Quaena  New  York.  Ada 1 phi  already  had  four  other  Hew  Vork  City 
locationa  teeching  eaaentially  tha  aame  programe.  State  invea- 
tigatore  found  that  tha  Jamaica  branch  eterted  enrolling  atu- 
denta  before  receiving  eccreditation  by  procaaaing  tha  Jamaica 
atudenta*  federal  financial  aid  application*  through  one  of 
Adelphi*e  midweat  locationa  accredited  by  K.A.T.T.S.,  repre- 
aanting  that  tha  Jamaica  atudanta  were  attending  the  mldveet 
Adelphi. 

Ia  ia  your  impreaoion  that  more  proprietary  achool  a  turn  bad 
after  they  are  accredited,  rether  than  that  btd  achoola  make  it 
through  tha  review  proceee  undetected? 

Not  neceaaarily.  It  aaeme  relatively  eeey  to  make  it  through 
the  initiel  accreditation  proceee  which  coneieta  of  a  ealf- 
aarving  »elf -evaluation,  followed  by  an  announced  vieit  and  pay- 
ment of  feee.  Ke  eterted  receiving  e  great  number  of  valid 
coaplainta  about  one  echool,  for  example,  from  the  month  it  wan 
accredited  by  A.C.C.E.T. 

Do  you  find  that  moat  review  team*  ara  prediepoeed  to  accredit 
achoola,  even  when  prohleme  ere  found,  becauea  they  aaaume  the 
achool  will  improve  with  time? 

Vee.  Accrediting  report*  we  h«va  uncovered  in  the  couree  of 
litigation  make  cla»r  that  eccreditore  overlook  violationa  of 
accrediting  etandarda  baaed  on  the  rationale  that  tha  achool 
■hould  be  given  e  chance  to  improve.  For  example,  A.I.C.S. 
concluded  a  * Branch  Campua  Evaluation  Report"  of  Adelphi  Ineti- 
tuta'a  Van  Kuya,  California  location  in  Kay,  19*5.  Among  other 
thinga,  tha  report  found  the  educetionel  facilitiae  dirty, 
dapreeaing,  and  un*afe  -  "certainly  not  tha  kind  of  environment/ 
atmoaphare  that  would  be  conducive  to  atudying,  teaching,  and 
learning. *  While  thie  end  numeroua  other  violationa  vere  found, 
A.I.C.S.  continued  the  Van  Kuya  branch**  eccreditation  in  part 
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baaed  oft  the  fact  that  a  new  director  had  juet  been  hired. 

Do  you  think  thet  tha  Department  of  Education  plecee  aora  re- 
liance on  accrediting  agenclee  than  thaaa  agenclee  can  affec- 
tively diecharge  with  par iodic  viaita? 

Yea.  The  broad  reliance  conferred  on  aocreditore  by  tha  Depart- 
"STJi*     ill£mtin«*  without  claar  etandarda  for  account- 

fhillty-  Tha  remilt  ia  that  naithar  accraditora  nor  tha 
Departaent  can  eaelly  be  hald  reeponaible.  In frequency  of 
eocreditor  viaita  ia  only  part  of  tha  problem  j  tha  fact  that 
vi»ita  ara  pre-announced;  tha  lac*  of  communication  batwaan 
eccredltore  and  tha  othar  reguletory  playara;  and  tha  fact  that 
accreditore  ara  oftan  not  pradiapoaad  to  act  even  when  thay  find 
echool  violetione  ara  acme  of  tha  othar  raaaona  why  tha  Depart- 
ment'a  ralianca  on  accraditora  ia  inappropriata. 

*•  fs,r  y^u  **ow,  do  accrediting  agenclee  varify  data  that 
raXiabIa?PrOV         °r  ***  *****  d***  *uto**tlc*11y  accaptad  aa 

Apparently,  accraditora  accapt  data  providad  by  achoola  without 
independent  verification.  in  tha  couraa  of  litigation  va  hava 
learned,  for  example,  that  Markat  Training  inatituta  ("XTI** 
atatad  in  or  about  July  i»«a  in  ita  1988  In.titutionel  Report  to 

tilk    1;  Vll  ?*"  n°  •U>t*  °r  1**ml  wtiona  againet  it 

whan,    in  fact,  wa  had  commenced  a  claaa  action  laweuit  aoain*t 

£Ih™!?^  ^o//*114.*,^  •1*r«Pr«"»tation<  among  othar  claima,  in 
February,  1988.  Alao,  aa  daacribad  in  anawar  to  queetion  #i 
above,  a  proprietary  achool  employea  haa  ewom  to  ua  that  place- 
ment, academic,  and  financial  aid  racorda  wara  routinaly  falai- 
fled  by  tha  achool  at  which  ha  worfcedj  apparently,  tha  ownar  h*d 
no  f*.ar  that  tha  accraditor  would  ind.pandant?y  verif?  tE  daft? 

in  your  axparlancaf   how  would  you  rata  tha  performance  of  tha 
*f^UC*ti0n  admini.trat£n  of  tha  Titl.  IV 

program,  or  tha  reeponeiveneee  of  tha  National  Advieory  Coa- 
m±ttee  to  your  coaplainta?  y  ^M 

I  vould  rata  tha  Department  «e  parforaanca  aa  axtraaaly  poor  in 
protecting  proprietary  achoola  atudanta*  and  taxpayer*'  inter- 
till'  f*?****^  9ood  in  protaoting  and  nourik&ing  propria- 
tary achoola'  and  accraditora'  intereete.  ror  example,  in tha 
5£il2  °i  X,l**t   our  ottiom  riling  coaplainta  with  SI 

^H?Bnt  (Rf ion  IX)  »^inat  Adalphi  Inatituta.  Bay ond  thai? 
^!7iai0*?!?'tiOwth*  ind±vi*"*  atudanta  involved,  thaaa  coa^ 
P  !  Lfould  ?*v*  *™*ht  ^  tha  Departments  attention  aora 
widespread  probleae  with  Adalphi.  I  underetand  that  indapS" 
S^nLii  ?V^r  °<  Dapartaant  •  a^f icV  of  studSt 

Financial  Aaaiatanco  and  tha  Dapartaanfa  x.o.'e  offica  rRacion 

i5ii«KUBf  ^W**  ^om   in  financial   .id  "cort? 

Adalphi  inetitute'e  corporate  haadquartara  in  Phoenix  and re- 
Si^  :ubTtw^<11  ~*i*^-  tromZml^m  IJSS^^^ 
viding  explanatione  about  aiaaing  or  incone latent  data.  Rather 
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than  take  any  motion  to  limit,  euapend  or  terminate  Adelphi  * 
Title  XV  participation,  the  Department  allowed  Adelphi  nation- 
wide to  continue  receiving  full  federal  funding  thereby  allowing 
Adelphi,  approximately  95%  of  whoee  ravanuaa  vara,  derived  from 
government  funde,  to  continua  anrolling  and  defrauding  etudente 
until  ita  cloaing  in  September,  1**7.  In  addition  to  the  un- 
collactad  fraud  demagea  euetained  by  Adelphi  etudente,  at  ita 
cloaing  Ada 1 phi  la  ft  unpaid  $10-12  ail lion  in  atudant  loan  re- 
funde. 

A  furthar  example  of  tha  Departments  failura  to  maka 
protacting  atudanta  a  priority  ia  ita  po-eponaorahip  with 
N.A.T.T.S.  of  tha  booklet  * Gat ting  Skilled,  Catting  Ahead." 
Purporting  to  be  a  conauaar  information  booklat,  "Getting 
Skilled  . .  .*  ia  in  raality  a  proaotional  booklat  for  proprietary 
achoola  which  doae  not  contain  a  aingla  warning  about  tha  abueea 
in  tha  proprietary  eector,  or  about  public  and  non-profit 
alternative  providere.  Chapter  4  "Deciding  Factora*  implies 
that  proprietary  achoola  ara  preferable  to  collegea  bacauae: 

Carpatlng,    a  receptioniat*    and  a 

plaaaant  waiting  area  combine  to 

aaka  thaae  achoola  look  acre  like 

buainaaa    than    univaraity  and 

college  campuaet.      Theme  achoola 

are  atudant  oriented  ...  [Private] 

School a     continue     to  eucceed 

bacauae  people  like  you  leave  se 

eatiafied  cuetomara, "  etc.,  etc*, 

etc. 

Tha  booklat  alao  aaaurea  tha  reader  that  accreditation 
guaranteee  that  tha  achool,  among  other  thingas 

truthfully  advertiaea  ita  aervicaa; 
claarly  aata  forth  tha  term*  for  enrollment; 
adaita  only  qualified  atudanta;  and 
chargea  reaaonable  tuition  feea. 

The  Department  knowe  auch  claiaa  to  be  falaa  ainea  accredited 
for-profit  achoola  ara  regularly  found  to  uaa  deceptive  adver- 
tiaing,  to  adait  unqualified  atudanta  and  to  charge  anormoua 
faea  baaed  on  the  maximum  federal  aid  available.  Thia  booklet, 
particularly  bacauae  it  lacke  any  conauaar  waminga  about  tha 
potential  pitfalla  of  proprietary  achoola,  ia  a  groaa  dieeervic* 
to  proepective  atudanta* 

The  national  Adviaory  Coamittee  haa  navar  reapondad  to  ay 
coapleinta  parhapa  bacauae,  am  X  underatand  it,  the  Departaant 
never  forwarded  ay  coaplainta  to  tha  Coaaittee.  In  Kerch  19&9, 
for  example,  X  wrote  a  letter  of  complaint  to  tha  Departaent1  s 
Accrediting  Agency  Evaluation  branch  concerning  an  accreditor , 
A.C.C.B.T.  (copy  encloaad).  The  letter  recounted  ay  difficulty 
over  a  period  of  aoae  three  yeara  in  getting  from  a.c.c.e.t, 
information  which  under  federal   ragulationa  ahould   have  bean 
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publicly  evailable  concerning  whether  A.C.C.E^T,  accredited  a 
particular  school  and  what  A.C.C.E.T. •*  standards  and  procaduraa 
for  accraditation  ara.  I  alao  requested  that  my  experience  with 
A.C.C.E.T*  be  taken  into  cenaideratlon  whan  A.C.C.E.T.  cava  up 
for  ranawal  of  recognition.  Although  tha  Department  eeeured  me 
that  my  lattar  would  be  taken  into  account  in  ita  raviaw  of 
A.C.C.E.T.  and  would  alao  be  brought  to  tha  attention  of  tha 
Advisory  committee  (copy  of  May  17,  1989  lattar  froa  Branch 
Chiaf  attached),  I  later  learned  that  it  had  naVer  bean  rafarred 
to  tha  Advisory  Committee.  la  June,  1989,  tha  committee  re- 
recogni*ed  A.C.C.E.T.  for  a  period  of  5  years,  aubject  to  re- 
coneideretion  in  the  Fall  of  1990. 

9.  Q.  Subcommittee  staff  hae  been  told  that  dual  accreditation  is  ona 
way  that  echoole  protect  themsalvea  againat  having  tha  Title  IV 
money  tep  turned  off.  Why  would  a  school  saek  inatitutional 
accreditation  by  two  national  aganciaa? 

A.  Propriatary  schools  see*  dual  accraditation  so  that  if  one 
accraditor  drope  thair  accraditation,  the  inatitution  atill  has 
accraditation  fro*  the  othar  sufficient  to  maintain  Titla  IV 
aligibility.  Ona  aolution  to  thia  potential  loophola  would  ba 
to  bar  dual  accraditation  or  to  raquira  "reciprocity*  among 
accreditor*  that  if  ona  accreditor  tarminatad  an  inatitution 
the  othar  would  ba  required  to  do  tha  earns.  Ajiandmenta  to  tha 
KEA  passed  in  1989  (P.L.  101-239)  touch  on  thia  laaua  by  statinq 
that  an  institution  may  not  ba  cartifiad  or  recertified  by  the 
Department  as  eligible  for  Title  iv  funds  if  the  inatitution  has 
had  ita  institutional  accreditation  withdrawn,  revoked,  or 
otherwise  terminated  for  cauee  within  the  preceding  24  aontha  or 
if  the  institution  withdrew  voluntarily  from  ita  inatitutional 
accreditation  under  order  to  show  cause  or  euepension  order 
within  the  prior  24  months. 

Two  statutory  exceptione  and  ssvsrel  exceptions  crsated  by 
the  Secretary  may,  however,  swallow  up  the  rule.  The  etatutorv 
exceptione  provide  that  Title  XV  eligibility  may  be  granted  or 
restored  if  (a)  accreditation  ia  reetorad  by  tha  same  accreditor 
that  withdraw,  revoked  or  otherwise  terminated  eccreditetion,  or 
(b)  "the  inetitution  haa  demonetrated  it*  academic  integrity  to 
the  eatisfaction  of  tha  Secretary  ..."  Amendaante  to  |*35  of  tho 
KEA.  In  addition,  the  Secretery  has  interpreted  thie  provieion 
ae  allowing  continued  eligibility  if  the  inetitution  hae  ob- 
tained pre-accreditation  statue  (from  another  accreditor) t  has 
met  the  trensf er-of-credit  alternative  to  accreditation;  or  has 
narely  hac  accreditation  for  a  particular  program  rather  than 
iZr  thZ  •ntir»Min«tit«tion  revoked.  Department  Administrative 
"Dear  Colleague*  Letter  CEH89-58,  89-G-174,  89-L-134  (Dec.  1969> 
pp.  3-4.  The  secretary* a  implementation  of  the  statutory  amend- 
ments should  be  carefully  monitored  to  determins  whether  the 
aaertdsents  substantially  improvs  the  dual  accreditation  problem 
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Based  on  your  experience,  how  many  *bed"  accredited  ecboole  art 
there?  krm  there  •imply  the  proverbial  few  bad  apples  that  pro- 
prietary school  industry  interest*  assart,  or  ara  there  mere? 

Baaed  on  ay  experiencea  and  thoea  of  ay  coilaaguee  around  Hew 
York  City  and  across  the  country,  there  ara  mere  than  a  "few  had 
apples";  the  system  itsslf  is  so  fundaaantally  rotten  that  it 
simply  does  not  -  and  perhaps  cannot  -  keep  up  with  uncover ing 
ail  the  bad  sctors,  Xn  fact/  ths  current  regulator  scheme, 
rather  than  providing  incentives  for  proprietary  schools  to  pro- 
vide quality  training,  instead  fosters  poor  treining  and  frau- 
dulent practices.  Sines  neithsr  sccreditation  nor  federal  fund- 
ing is  contingsnt  on  performance  and  since  aasaivs  profits  a rs 
attainable  with  virtually  no  monitoring,  school  owners  have 
avary  incentive  to  enroll  as  aany  student  aa  poeaibla  by  making 
promiaes  they  cannot  keep;  to  cut  comers  on  equipment,  teachsrs 
and  educational  expensssi  and  to  make  thair  main  goal  maximising 
profits  rather  thsn  grsduating  skilled  worksra  and  placing  thaw 
in  meaningful  jobs.  In  our  pending  caae  against  Karket  Training 
Xnstituts  ("KTX"),  for  example,  we  hava  lasrnad  that  in  the  pro- 
cess of  increasing  net  tuition  income  -  primarily  from  Title  IV 
funds  -  to  $9.1  in  1908,  KTC's  ownsr  scquired  a  network  of 
affiliatad  schools,  employment/*csrs*er  guidance"  agsncies,  and 
real  eatata  partnerships*  Approximately  80*90%  of  the  school's 
snrollssa  for  198?  wsre  "sbilitj-  to  benefit11  studsnta"?  wore 
thsn  50%  of  sll  snrollees  at  KTI  withdrew  from  their  progrsss. 
During  that  period,  KTI  spsnt  mors  thsn  91  million  on  studsnt 
recruitment  -  several  hundred  thoussnd  dollars  more  thsn  it 
spsnt  on  tsachar  sslariea  and  other  instructional  coats 
combined. 

the  20  proprietary  echools  against  which  our  office  is 
handling  complaints,  including  litigation,  are  aecrsditsd.  Xn 
our  experience,  therefore,,  accreditation  is  no  indication  of 
quality.  In  fact*  ironically,  the  convaree  may  ba  true:  becauae 
accreditation  opens  tha  flow  of  virtually  unmonitored  federal 
Title  XV  funds,  accradited  proprietary  institutions  may  be  far 
Isee  scrupulous  thsn  unaccredited  onss  which  rely  solsiy  on  stu- 
dents who  csn  sfford  to  pay  tuition  without  government  financial 
aid,  who  may  be  sore  sophisticated  consumers,  snd  who  are  thus 
lees  llksly  to  be  tsken  in  by  s  sslss  ecam. 

We've  heard  that  site  sxaminatione  by  eccrediting  egenciee  are 
often  ineffective  in  catching  bad  schools.  £>o  you  agree?  If 
ao,  why? 

Yea,  pre-announced  visit*  are  ineffective  for  the  reasons  de- 
scribed in  answer  to  questions  1  and  5. 

In  your  experience,  how  do  accrediting  sgsncise  view  their  func- 
tion? Do  they  eoneider  themselvee  responeibls  for  safeguarding 
against  fraud  or  abuse  in  student  loan  programs?  Or  do  they 
view  themeelves  more  ae  an  advocate  for  their  member  schools? 
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A »  In  my  *xp«rianea,  accreditor*  clearly  view  thamaalve*  a*  the 
school* *  advocate*  and  not  aa  protector*  of  etudenta •  or  the 
federal  government  *e  intereat*.  For  example,  in  raaponae  to  one 
of  ay  client 'a  detailed  coaplainte,  A.B.K.E.S.  uimply  provided  a 
copy  of  the  school**  raaponae  within  which  thtt  achool  acknow- 
ledged having  violated  the  state-mandated  adeiaeiona  require- 
sent  of  a  high  achool  diploma.  Vet,  the  accreditor  took  no 
action  -  and  no  poeition  -  aa  to  whether  the  etudent  wa*  wrong- 
fully admitted  and,  therefore,  entitled  to  a  tuition  refund. 
Independently,  the  State  ordered  reetitution  by  the  echool , 
Similarly,  when  I  preeented  A.C.C.E.T,  with  a  client**  unmada 
atudent  loan  refund  ieeue  I  wee  informed  that  A.C.C.E.T.  doe* 
not  view  ita  role  aa  getting  involved  in  the  day-to-day  opera- 
tion* of  member  achool  a  nor  in  dealing  with  etudent  litan  ieeue  a . 
After  *everal  telephone  converaation*  and  correapanc'enca  with 
A.C.C.E.T.  officiele,  A.C.C.E.T.  merely  aent  me  copiu*.  of  the 
school**  explanation  of  ite  refund  calculation.  Finally,  in  19*0 
the  Department  confirmed  that  the  calculation  waa  inadequate  by 
$4  35  and  ordered  the  achool  to  pay  the  refund  plue  the  acre  than 
4  yeox*  interemt  attributable  to  the  achool **  delay. 

That  accreditors  do  not  view  protection  of  atudent*'  in- 
tereate aa  their  concern  ia  also  evidenced  by  the  remedies  eat 
forth  in  A.I.C.S.1  bulletin  entitled  "Procedure*  f^r  Reeolving 
Complaint*"*  The  only  potential  action*  mentioned  in  "reeolv- 
ing" complaint*  are:  (1)  diamieaing  the  complaint,  (2)  poat- 
ponir.  final  action  on  the  complaint  if  there  ia  euf f icient 
evidence  that  the  inatitution  U  making  progree*  to  rectify  the 
aituation,    or    (3)    notifying  the   institution  that  <  id'-.!.* 

indicate*  a  failur*  to  meet  Accreditation  atandarde  and  te- 
lnet itut ion  aay  be  either  (ar)  directed  to  submit  a  report  de- 
tailing a  plan  for  rectifying  it*  non-compliance  or  (b)  directed 
to  ahov  caus*  why  it*  accreditation  should  not  be  euepended, 
revoked,  or  otherwiee  conditioned.  A.I.c.S.  make*  no  mention  of 
ordering  the  inatitution  to  make  reetitution  or  to  take  any 
other  action  to  directly  rectify  the  etudent**  complaint. 

In  your  experience,  ie  it  common  for  accrediting  agency  direc- 
tor* or  board  member*  «*l*o  to  be  proprietary  echool  ovnera? 
Doe*  that  create  a  potential  conflict  of  intereet?  Do  you  know 
if  accrediting  agenciee  have  adopted  any  ethical  atandard*  to 
prevent  potential  conflicte  in  those  eituation*? 

A,      Thi*  question  ie  not  within  my  field  of  experience. 

0.  rro*  your  unique  perspective  a*  a  lawyer  representing  student 
victims  of  the  current  eystem,  could  you  provide  us  with  addi- 
tional details  regarding  your  dealing*  with  accrediting  agen- 
ciee? Do  you  have  any  opinion  a*  to  which  are  good  one*  and 
which  are  not? 

A.  One  could  infar  from  the  foregoing  question*  thet  tinkaring  with 
a*p*ct*  of  th*  accreditation  scheme  -  branching,  dual  accredita- 
tion,   frequency  of   site  visit*,    etc.    -  would  remedy  the  wide- 
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epread  abuse*  of  students  and  of  Title  IV  prograae  by  pro- 
prietary school*.  After  careful  study  and  several  ye*r*  of 
experience  repreeenting  etudente,  I  no  longer  believe  much 
revialon*  will  sake  a  substantial  diffaranc*. 

Accreditation  and  tha  flow  of  maeeive  fadaral  dollar*  to 
for-profit  echoole  laavaa  ay  cliente  with  tha  iapreesion  that 
i.CJii  government  body  haa  varifiad  tha  quality  of  tha  facilitias 
and  training  the**  a choc  la  purport  to  provida  -  otharwiee,  etu- 
dent  after  etudent  ae)e*,  why  would  tha  fadaral  government  allow 
auch  huge  amount  a  of  government  money  to  flow  to  them? 
Proprietary  achool  etudente,  however,  seldom  underetend  who  tha 
accreditor*  ara  or  how  to  complain  to  thaa*  Becauss  of  tha 
accreditors1  tandancy  to  aaa  themselves  aa  tha  achool a*  advocate 
rathar  than  as  tha  handler  of  atudant  grievance*  (sjm  anawar  f5, 
7  and  12),  our  office  does  not  routinely  forward  to  thee  com- 
plaints filed  with  the  State  agencies  and  the  Department. 

Nevertheleee*  the  Department* a  Region  II  office  often  for- 
wards our  complaints  to  tha  appropriate  accreditor.  In  eaverel 
inetancee,  I  learned  that  the  accreditor  had  been  sent  a  copy  of 
the  complaint  when  my  client  came  in  with  a  latter  of  acknow- 
ledgment from  an  accreditor  stating  that  the  matter  waa  being 
looked  into.  For  example,  in  later  1986,  I  filed  complaint* 
with  the  Department  againet  KTX  Bueinee*  School.  A  month  later 
A.I.C.S.  ssnt  acknowledgements  directly  to  my  clients  etating 
that  A.l.c.s.  had  "aaXed  for  a  detailed  responss  to  [the]  alle- 
gations [and]  ...  will  adviss  you  of  our  findings  ss  soon  aa 
possible. *  KTX  closed  in  1989.  Ho  reeponse  from  A.I.C.S.  haa 
been  received  to  date.  In  fact,  the  two  reeponeee  X  have  had 
from  accreditore  (tat  description  of  facts  involving  A.C.CE.T. 
and  ABKES  above,  anawar  #12)  aimply  regurgitated  the  achool*' 
explanations  and  did  not  reeolve  the  etudante'  complaints,  both 
of  which  proved  to  be  valid. 

Since  tha  echoole  my  clients  have  had  problems  with  have 
been  accredited  by  auch  a  range  of  accraditore  -  A.C.C.E.T., 
A.I.C.S.,  K.A.T.T.S.  and  A.B*H.E.S.  -  and  sines  nans  of  the 
accreditors  haa  aver  resolved  by  clisnts'  valid  complaints ,  X  am 
hard-prssssd  to  name  any  "good*  proprietary  achool  accraditore. 
In  ahort,  in  my  experience  the  accreditetion  ayatea  aimply  ia 
not  working  to  eneurs  quality  in  tha  proprietary  aector  and 
ahould  not  be  relied  upon  to  do  eo  in  the  future.  One  solution 
(raieed  in  ay  oral  testimony  before  the  Subcommittee)  le  to  make 
federal  funding  of  proprietary  schools  contigent  on  meeting  per- 
formance standards  specif ically  dsslgned  for  trade  schools.  In 
doing  so,  heavy  rsliancs  on  accraditore  would  be  sliminatsd  and 
incentives  for  quality  training  and  job  placement  created. 
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Steve  Pappas,  Chief 

Accrediting  Agency  Evaluation  Division 
United  States  Department  oi  Education 
400  Maryland  Avenutt 
hOh  Building  No.  3  (Room  3036) 
Washington,  D.C.  20202-5171 


C  £  H  T  1  T  1  E  t>   .  K  A  JML 


Dvfti  Wr  .  Pappas; 

1  wjite  concerning  the  Accrediting  Council  for 
Continuing  ^duration  and  Training  (A.C.C.E.T.) .  In 
January  1986,  1  first  wrota  to  Larry  £>odda.  Executive 
Director  of  A.C.C.E.T.  <at  that  time  called  "Council 
(or  Noncollrgiate  Continuing  rducation**  for  informa- 
tion about  whether  A.CC.E.T.  had  accredited  Brooklyn 
Training  Center,  a  proprietary  business  school  About 
which  twelve  of  my  clients  wanted  to  fil«  complaints. 
I  aIsc.  requested  a  copy  of  A.C.C.E.T. *s  written  proca- 
du*«s  tor  granting,  denying  and  revoking  accreditation, 
txhibit  A  hereto.  When  X  had  not  gotten  a  response 
Irotr  fcr.  Podds  by  September  1986,  1  renewed  my  requast 
xn  writing.  Exhibit  B  hereto.  Again,  J  received  no 
response. 

On  June  $8,  1987,  I  again  wrote  to  Mr.  Dodds,  this 
time  by  certified  mail,  return  receipt  requested, 
requesting  information  about  whether  A.C.C.E.T.  accre- 
dited Brooklyn  Training  Center,  and  A.C.C.E.T.  a  accre- 
ditation and  coirplalnt  procedures.  Exhibit  C  hereto, 
on  October  13,  1988,  having  received  no  response  to  my 
three  prior  Utters,  I  again  wrote  to  Mr.  Doddft  by  cer- 
tified mail,  return  receipt  receipt  requested.  Exhibit 
D  hereto.  Finally,  by  letter  dated  October  24,  1988, 
Kr.  Doddfr  responded  to  my  prior  correspondence  by  pro- 
viding general  information  about  A.C.C.E.T.**  member- 
fchip,  and  accreditation  and  complaint  procedures.  No 
information  about  A.C.C.E.T. 'a  accreditation  of 
Brooklyn  Training  Ct-nter  was  included.  In  the  interim, 
through  my  negotiation  with  Brooklyn  Training  Center, 
th*.  ttU^l  i -funded  the  student  loans  for  ten  of  my 
clltntr,  thus  revolving  mott  of  the  original  complaints, 
og«.  ir.i  t    it  . 
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On  October  31,  1988  in  accordance  with  the  con- 
sumer complaint  procedures  described  by  Mr.  Ooddi,  X 
forwarded  to  A.C.C.E.T.  two  complaints  about  Eastern 
Technical  School  «   which   X    learned  was   one  of 

A.C.C.E.T.'*  Member  achoola.  Exhibit  R  hereto. 
A.C.C.E.T,  received  my  clients*  complaints  on  November 
3,  1988,  The  certified  **il  receipt  ia  attached  aa 
Exhibit  F  hereto.  Subsequently .  Officials  from  the  New 
Vork  Regional  Office  of  the  0.8*  Department  of  Educa- 
tion, Office  of  Studant  Financial  Assistance,  conducted 
a  program  review  of  ETS  during  which  thay  investigated 
*ny  clients'  complaints,  found  substantial  violations  of 
law,  and  ordered  the  school  to  repay  portions  of  my 
clients*  guaranteed  student  loans.  To  date,  X  still 
have  not  received  so  much  as  an  acknowledgment  that 
A.C.C.E.T.  forwarded  to  ETS  ay  clients*  complainte. 

On  behalf  of  one  of  lay  clients,  r 
I  hereby  submit  that  by  the  above-  deacribed  chain  of 
i,on-evente  A.C.C.E.T.  has,  at  the  very  least,  failed  to 
make  information  about  itself  "publicly  available*  *nd 
to  follow  its  self -described  consumer  complaint  proce- 
dure, all  in  contravention  of  34  C.F.R.  $602.13.  Tak- 
ing nearly  three  years  to  provide  me  with  basic  opera- 
tional and  membership  information  is  not  being  respon- 
sive to  the  public. 

1  hereby  request  that,  based  on  the  above,  the 
Sec;  r  etas  y  exercise  his  discretion  to  re-evaluate 
A.C.C.E.T.'*  recognition.  In  the  alternative,  if  a 
regular  re-evaluation  pursuant  to  34  C.F.R.  $602.3<e> 
is  scheduled  to  take  place  within  the  next  six  months, 
please  add  the  facts  Qe^cribed  herein  to  the  informa- 
tion to  be  considered  in  reviewing  A.C.C.E.T. * a  recog- 
nition. In  either  case,  i  submit  that  A.C.C.E.T. ' a 
recognition  should  be  rescinded*     Please  advise  me  in 


wntir.g  of  ED*s  actions 
A.C.C.E.T. *s  recognition. 


and    decision  concerning 


Very  truly  yours, 

ELIZABETH  :kHOL2 
Senior  Attorney 


El /civ 
Lhciib . 
cc:  Ut  . 

hA  i 

Kv.  t 
Mar 


Dewey  L.  Newrr.an 

K-'isler  Williams 
t  rt  E  *  Biehl 

k  Wllli«tr«r,  New  York  i;t^te  EducAt  ion 
pt\r  tm**nt 
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UNITED  STATES  DEPARTMENT  OF  EDUCATION 

WASHINGTON  DC  Xtm 


MM  7  889 


V.St   n*2t.'*K'th  ir..jiclz 
Scnioi  Attorney 

3i'OCi;lyii  Legal   Serv^.'t.'.,  Corp,  B 
105  Court  rtreet 
E»'OQ.:lyr.,  ::e„  Yor*  112C1 


V.iL.,-11;    /cu    for    yoa;    letter   ot   llarch  7   concerning   'no  Peered  i  t 
Ct'u.iC*}    for    Cor.t  ii.uiny    Education   and   Tx  wining    fACCLT)  .  tty 


i?-   far  our  delay         *  c^por  id  i  riy . 


.'c  urc  currently  revising  t  i,e  pot  it  ion  for  renewal  of 
recognition  a;:  a  netior.il  ly  recognizee  accrotiiting  agency 
^uor^tteL.  by  ACCS1.  Tne  petition  a:;a  Jt«i£  analyju  oi  tne 
ejency   .-ii:  rcvicwoJ   oy   tne  ::ational   /.dvisory  Coi«i..ittee  on 

:,cc:cuit:ti£>n  and  Institutional  Eligibility  at  iti;  nee ting  on 
Ju:\e  27-21-,    29  BC  . 


r  Uv-;?  your  letter 

AJv  .wOr/  Cur-.!;  t  t  ec . 


. *  u  a c c  ou r;  t    ;n  our   i  c  v  u*.   o i    t  lie  ACCI2T 
-it   to  t no  u 1 1 c n L  i o:j  oi    : no  ;;a t ionai 
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EXTENSION  OF  REMARKS 


Before  the 


SUBCOMMITTEE  ON  INVESTIGATIONS 


Committee  on  Governmental  Affairs 
Senate  of  the  United  States 


by 


Thurston  E.  Manning 
President,  Council  on  Postsecondary  Accreditation 
One  Dupont  Circle.  N.W.,  Suite  30*> 
Washington    DC  £0036 


September  12,  1990 


Senator  Nunn  and  Nomber!*  of  t       Subcommi t tee : 

The  Council  on  Postsecondary  Accreditation  (COPA)  is  a  private,  non- 
governmental not-for-profit  organization.  It  maintains  offices  in  Washington, 
D.C.  Its  members  are  organisations  concerned  with  higher  education  and 
postsecondary  education,  and  are  divided  into  three  classes:  (1)  organizations 
that  accredit  colleges,  universities  and  other  postsecondary  educational 
institutions;  (2)  organizations  that  accredit  programs  of  study  within 
postsecondary  educational  institutions,  those  programs  preparing  persons  for 
entry  into  recognized  professions  and  occupations;  (3)  national  organizations  of 
postsecondary  institutions  ie.g.,  American  Council  on  Education,  American 
Association  of  State  Colleges  and  Universities). 

A  fundamental  purpose  of  COPA  is  to  improve  the  accreditation  of 
institutions  and  programs  in  postsecondary  education.  In  working  toward  that 
end*  those  accrediting  organizations  that  are  members  of  COPA  must  be  recognized 
as  meeting  an  extensive  list  of  Provisions .  which  describe  accepted  practices  for 
accrediting  organizations.  Compliance  of  COPA  member  organizations  with  the 
Provisions  must  be  reconsidered  at  least  every  five  years  through  an  elaborate 
process  which  include*  solicitation  of  third  party  comments  on  the  accrediting 
organizations  and  hearings  open  to  the  public.  COPA  also  provides  programs 
directed  at  the  professional  development  of  persons  affiliated  with  the  member 
accrediting  organizations,  produces  publications  about  post  secondary 
accreditation,  provides  information  about  accreditation*  and  cooperates  in  a 
variety  of  ways  with  other  organizations  associated  with  postsecondary  education. 
Thus,  COPA  is  not  itself  an  accrediting  body,  but  serves  as  a  kind  of  umbrella 
for  those  accrediting  bodies  that  meet  COPA's  Provisions  for  recognition  and 
elect  to  stand  for  examination. 

Participation  of  COPA  is  voluntary.  No  accrediting  organization  is 
required  to  be  recognized  by  COPA,  and  there  ate  some  accrediting  organizations, 
including  some  accrediting  a  large  number  ot  institutions  or  programs,  that  are 
not  members  of  COPA.  COPA's  activities,  like  those  of  its  member  accrediting 
organizations,  are  supported  by  its  membership.     Neither  COPA  not  its  membei 
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accredit ing  organizat ions  receive  Federal  or  state  funds  (except  occasional  small 
amounts  awarded  by  grant  or  contract  for  the  conduct  of  specific  projects  related 
to  accredi  t  at  ion) . 

These  hearings  are  concerned  with  the  defaults  on  Federally-guaranteed 
loans  ma  students  in  post  secondary  institutions.    Ihe  dollar  \-olu*e  of  such 

defaults  is  at  an  unacceptabiy  high  level.  Accrediting  organizations  are 
concerned  with  this  default  experience  because  there  is  reason  to  believe  that 
in  some  cases  the  defaults  were  a  result  of  improper  or  illegal  conduct  by  the 
institutions  (which  throws  doubt  on  their  integrity),  and  because  in  some  cases 
high  rates  of  default  have  been  linked  to  poor  institutional  performance  in 
providing  educational  opportunities  for  students.  The  institutions  are  all 
accredited  institutions,  and  poor  educational  performance  by  accredited 
institutions  raises  concern  about  their  accreditation. 

It  is  important  to  recognize  that  high  default  rates  are  confined  to  a  few 
of  the  approximately  8500  institutions  whose  students  participate  in  Federally- 
guaranteed  student  loan  programs.  These  are  concentrated  strongly  aaong 
institutions  dealing  with  economically  disadvantaged  students  and  offering 
immediate  job  entry  programs.  There  is  a  large  concentration  ot  schools  with 
such  characteristics  among  the  for-profit  sector.  However,  the  data  show  that 
public  institutions  (such  as  community  colleges  and  vocat ional -t echnical 
institutions)  with  these  characteristics  also  have  high  default  rates.  I  mention 
these  facts  to  emphasize  that  the  default  rate  problem  needs  to  be  considered 
school  by  school.  Obviously  it  is  even  more  inportant  also  to  deal  school  by 
school  with  cases  of  abuse  of  the  program,  which  are  fewer  than  cases  of  high 
default  rates. 

The  association  of  accreditation  with  institutions  participating  in 
Federally- funded  programs  of  student  aid  goes  back  some  38  years,  when  loss  of 
GI  Bill  funding  to  diploma  mills  and  fly-by-night  institutions  became  known.  The 
Congress  elected  to  use  the  private  accreditation  system  as  a  means  of 
identifying  institutions  of  accept  able  qua! i ty ,  where  Federal  funds  provided  to 
students  would  he  likely  to  be  well  spent  on  education.  To  accomplish  this,  the 
Congress  instructed  the  Commissioner  of  kducation  {now  the  Secretary  of 
Education)  to  publish  a  list  of  those  accrediting  agencies  found  by  the 
Commissioner  to  he  wrel iable  aut  hori  ty  as  to  the  qual i  ty  of  educat  ton  or  t  raining 
in  the  institutions  or  programs  they  accredit."  Use  of  Federal  funds  was 
restricted  to  institutions  or  programs  accredited  by  those  accrediting  bodies 
appearing  on  the  Commissioner's  (Secretary's)  list. 

That  Federal  use  of  Xha  lists  of  accredited  institutions  and  programs 
prepared  by  the  non-governmen,- al  accrediting  organi  rat  ions  has  Droved  generally 
successful  since  1<}S2,  Over  the  years  the  procedures  for  preparing  the  list  of 
accredit!  t\  bodies  recognized  by  the  Secretary  have  been  codified  into 
regulations,  as  have  the  criteria  to  be  used  in  making  the  choice  of  accrediting 
bodies  to  appear  on  the  1  ist .  A  Nat  ional  Advisory  Comait  tee  on  Accreditat  ion  and 
Institutional  Eligibility  has  been  for»ed  to  advise  the  Secretary  on  whether  an 
accrediting  body  meets  the  criteria,  as  well  as  on  the  criteria  themselves  and 
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on  matters  of  related  policy.  A  full  time  staff  within  the  Department  of 
Education  prepares  materials  tor  consideration  by  the  Committee  and  the 
Secretary*  and  the  Committee  also  has  a  full  time  staff  Executive?  Director. 

Because  the  Secretary's  criteria  for  recognition  are  enunciated  in  Federal 
regulations,  there  has  sometimes  been  expressed  the  view  that  the  accrediting 
bodies  are  regulated  by  the  Secretary.  This  is  incorrect;  the  accrediting  bodies 
are  private,  non-governmental  organizations,  and  "recognition"  accurately 
describes  the  action  of  the  Secretary  in  placing  an  accrediting  organization  on 
the  recognised  list. 

Thus,  there  are  two  lists  of  "recognized*  accrediting  bodies:  those 
recognized  by  COPA,  and  those  recognized  by  the  Secretary.  The  two  lists  have 
substantial  overlap,  but  there  are  accrediting  bodies  recognized  by  COPA  but  not 
by  the  Secretary  {the  accreditation  of  these  organizations  is  not  used  for 
Federal  eligibility  purposes  because  students  in  their  accredited  programs  are 
simultaneously  students  in  accredited  institutions)  .  There  are  also  accrediting 
bodies  recognized  by  the  Secretary  but  not  by  COPA.  We  estimate  that  of  the 
approximately  8500  institutions  gaining  eligibility  through  accreditation  by  an 
agency  recognired  by  the  Secretary,  approximately  6000  are  accredited  by  an 
agency  also  recognized  by  COPA. 

Several  groups  are  concerned  that  loan  defaults  can  signal  abuse  of  the 
loan  program.  Among  these  are  the  States;  all  schools  whose  students  can  obtain 
Federally  guaranteed  student  loans  operate  under  State  authorirat ion .  The  fact 
is  that  State  statutes  dealing  with  schools  vary  widely,  and  in  many  states  are 
weak  and  ineffective,  Further,  even  where  st at ut es  are  fax r ly  sat isf actory  the 
States  have  often  nor  provided  resources  adequate  to  vigorous  enforcement  .  These 
circumstances  are  not  new,  and  that  they  are  long-standing  suggests  that  they  are 
unlikely  to  he  changed.  The  potential  for  abuse  of  the  student  loan  programs 
could  be  reduced  by  better  State  control  of  schools,  but  change  in  State  control 
is  highly  unlikely. 

The  Department  of  Education  is  obviously  concerned.  The  Department  grants 
eligibility  to  schools  tp  participate  in  federal  loan  programs,  and  certifies  a 
school  or  its  students  for  particular  programs.  The  Secretary  of  Education, 
through  the  recognition  process,  identifies  accrediting  bodies  whose 
accreditation  plays  a  part  in  providing  eligibility  to  participate  in  the  loan 
programs . 

The  accrediting  organizations  are  also  concerned;  accreditation  by  en 
organization  recognized  t-v  the  Secretary  of  Education  it*  an  almost  universal 
component  of  having  a  school  eligible  so  that  its  students  can  participate  in  the 
loan  programs .  The  use  of  private,  non-governmental  accreditation  organizations 
frr  such  Federal  purposes  is  specified  in  statutes  as  providing  a  "reliable 
authority  as  to  the  quality  of  education  or  training;**  thus  it  is  not  a  use 
directed  primarily  at  the  school's  fiscal  condition  or  integrity,  or  at  the  use 
of  federal  loan  programs  within  a  school.    Accrediting  bodies  are  interested  in 
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such  school  characteristics  (and  i  hey  are  considered  in  accrediting  decisions) 
from  the  point  of  view  of  their  effect  on  educational  quality. 

Accreditation's  proper  concern,  then,  is  whether  a  high  default  rate  among 
a  school's  former  students  suggests  poor  educational  quality.  The  tacts  wo  have 
tu  date  suggest  that  while  a  high  default  rate  way  be  associated  with  poor 
educational  quality,  it  is  more  likely  to  arise  fro*  the  nature  of  the  students 
served  by  the  school,  the  economic  sector  into  whicli  the  former  students  enter, 
and  the  nature  ot  the  occupation  for  which  the  school  is  preparing  students  (if 
there  is  a  specific  occupational  purpose).  These  factors  are  different  for 
different  institutions,  and  a  judgment  about  the  relat ionshi p  of  default  rate  to 
educational  quality  must  be  made  school  by  school.  As  indicator  of  educational 
quality  (or  of  student  loan  problems) ,  the  student  loan  default  rates  suffers  not 
onlv  because  it  is  influenced  by  many  factors,  but  most  strongly  because  the 
default  rate  tells  about  conditions  years  ago.  In  1Q90  onr  most  recenr  default 
an*  lor  the  1988  cohort,  reflecting  loans  made  in  1987  and  earlier. 

fee  do  know  that  there  have  been  cases  of  abuse  in  accredited  schools.  The 
nature  of  the  accrediting  process  is  one  that  is  woll  adapted  to  making  judgments 
about  educational  quality  over  th«  long  run.  The  accrediting  process  ot 
institutional  sel f -eval uat ion  followed  by  a  visit  from  a  site  team  and  a  decision 
by  the  accrediting  commission  is  a  lengthy  one.  It  succeeds  well  in  learning 
about  and  appropriately  evaluat  ing  t  he  curricula,  {acuity  qualifi  cat  ions ,  general 
f  inane iat  cond it ion  ,  admissions  requi  rumen?  s,  educational  resultsof  the  program, 
and  other  elements  of  educational  quality  It  is  not  well  adapted  to  auditing 
a  school's  files  in  detail  and  uncovering  faulty  records,  identifying  individual 
student  problems  or  monitoring  a  school's  compliance  with  Federal  or  State 
requirements        thus   abuses   can  occur    that    are   undetected  by   t  ho  accrediting 


It  is  also  important  to  keep  in  mind  what  accreditation  ran  say  about  a 
school.  Like  other  forms  of  evaluation  (for  example,  financial  audits), 
accreditation  can  spoak  about  the  condition  of  the  school  at  the  time  of  the 
evaluation,  and  can  makn  a  reasonable  determination  about  the  appropriate 
continuation  of  the  school.  But  accreditation  cannot  guarantee  the  future 
condition  of  the  school  any  more  than  a  financial  auditor  can  guarantee  that  a 
corporation  will  continue  to  be  solvent.  The  question  of  changes  following  an 
evaluation  is  one  that   receives  continuing  attention  from  accrediting  bodies. 

An  accrediting  body  examines  a  school  in  detail  every  few  v«»ars  (the  exact 
interval  depends  on  the  accrediting  body).  Between  evaluations  the  accrediting 
body  seeks  to  learn  of  changes  within  a  school  through  periodic  reports.  For 
«ost  institutions  this  mechanise  works  well.  But  on  occasion  it  is  inadequate. 
Schools  sometimes  do  nor  report  changes  More  importantly,  conditions  within 
some  schools  can  change  rapidly  mon-  rapidly  than  the  accrediting  body's 
monitoring  and  »erhanisms  can  respond.  Khile  the  most  common  problems  arising 
in  this  way  relate  to  the  deterioration  of  a  school  (especially  a  small  school 
heavily  dependent   on  tuition  revenue),    th^re  have  been  cases    in  which  rapid 
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growth  loading  to  loss  of  educational  quality  has  occurred  before  the  accredit  ins 
body  could  intervene. 

Of  particular  concern,  both  for  the  effect  on  educational  quality  and  on 
possible  loan  abuse,  is  the  formation  of  school  branches.  Within  the  sector  of 
for-profit  schools  eligibility  tor  participation  in  loan  prograas  requires 
accreditation  and  a  record  of  at  least  two  years  of  operation  at  the  school  site. 
Under  these  conditions  a  for-profit  school  cannot  be  established  and  participate 
immediately  in  the  federal  loan  programs.  What  happens  is  that  an  existing 
school  establishes  a  branch  at  another  location;  students  in  a  branch  location 
of  an  eligible  school  can  participate  in  the  loan  programs.  After  two  years  of 
operation,  the  branch  can  (and  sometimes  does)  seek  separate  accreditation  and 
separate  eligibility.  In  some  cases  the  branch  will  be  sold  to  different 
operators,  and  so  a  new  school  created.  New  locations,  like  new  schools,  are 
fragile,  and  problems  can  arise  quickly.  There  have  been  cases  in  which  student 
loan  abuses  occurred  in  branches  because  of  lack  of  control  froa  the  parent 
location.  Branches  represent  a  particular  difficulty  for  accrediting  bodies  in 
detecting  problems  and  responding  rapidly  to  then. 

How  can  the  loan  programs  be  changed  to  help  minimize  any  potential  for 
abuse?    1  make  tbese  suggestions: 

The  accrediting  bodies  should 

a.  Improve  school  monitoring  Measures  by  obtaining  more  frequent 
reports  of  statistical  indicators  of  potential  problems  in 
educational  quality.  Sucb  indicators  include  admissions  numbers  and 
rates;  retention  rates;  placement  rates  (for  immediate  job  entry 
programs);  volume  of  student  financial  aid  and  sources  of  student 
financial  aid.  No  one  of  these  by  itsel  f  t  or  even  al  1  taken 
together,  will  identify  problem  schools  —  but  rapid  or  unexplained 
changes  should  be  a  cause  for  professional  examination  to  identify 
the  causes. 

b.  Formalize  their  presont  practice  of  using  default  rate  data  as  a 
part  of  data  indicating  need  for  examination  of  a  school. 

c.  Consider  whether  present  controls  on  school  branching  are  adequate 
to       -*-ct  educational  quality. 

The  Department  of  Education  should 

a.  Strengthen  its  recognition  process  for  accrediting  bodies  by 
providing  recognition  decisions  quickly  following  National  Advisory 
Committee  recomaendat ions . 

b.  Modify  the  recognition  process  to  require  concurrence  by  both  the 
Secretary  and  the  National  Advisory  Committee  in  granting  or 
affiraing  recognition  (a  change  from  present  practice  of  having  the 
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Secretary  alone  responsible  for  the  decision).  This  will  avoid 
recognition  of  accrediting  bodies  that  do  not  fully  meet  the 
recognition  criteria,  as  has  occurred  in  the  past.  The  Secretary 
should  continue  to  have  responsibility  for  removal  of  recognition  to 
allow  for  speedy  action  when  needed. 

c.  Accreditation  should  continue  to  be  required  in  the  eligibility 
process  because  it  provides  a  necesssry  judgment  of  educational 
quality  that  the  States  do  not  and  the  Federal  government  cannot 
provide.  But  the  eligibility  determinat ion  should  be  strengthened 
by  saking  it  rest  on  more  than  the  accredited  status  of  the  school. 
In  particular,  eligibility  should  require  that  the  school 

i         Have  representation  of  the  public  on  its  governing  board; 
ii ,      Hake    annual    externally    audited    and    certified  financial 
statements  publicly  available. 

Host  schools  aeet  thesg  requirements  now,  and  Baking  these  universal 
requi resents  would  not  be  burdensoae.  These  requirements  would 
discourage  those  tempted  to  abuse  financial  aid  programs,  and  would 
assist  in  identifying  at  an  earlier  point  those  who  do  abuse. 

Such  changes  would  be  salutary.  But  the  Federal  loan  programs  themselves  contain 
systemic  problems  that  open  the  door  to  abuse.  Dealing  with  these  raises 
difficult  issues  of  public  policy  that  lie  apart  from  accreditation.  Yet  unless 
changes  are  made  in  the  characteristics  of  the  loan  programs  that  make  abuse 
easy,  any  changes  in  the  details  of  how  the  program  is  administered  will  simply 
be  band~aids  on  a  wound  requiring  surgery. 


End 
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Hs.  Eleaaore  J.  Hill,  Chief  Counsel 
Permanent  Subcommittee  on  Invest iget ion* 
Committee  on  Governmental  Affairs 
Senate  of  the  United  States 
Washington    DC  20510-62*0 

Dear  He.  Hill. 

I  a*  glad  to  respond  f^r  th*?  rocord  to  the  sixteen  questions  posed  in  your  lettei 
of  Septaaber  20. 

Quest  i.osj 

Practice,  characteristics*  and  ownership  of  proprietary  schools  seem  to  change 
rapidly.  Do  you  think  that  accrediting  agencies  should  review  their  proprietary 
schools  on  an  annual  basis  in  an  attempt  to  Monitor  change? 


The  problem  with  change  in  the  proprietary  sector  is  not  necessarily  that 
characteristics  of  many  change  rapidly  (many  schools  are  very  stable),  but  that 
the  governance  structure  does  not  inhibit  rapid  change,  as  it  does  in  other 
sectors,  for  this  reason  I  believe  that  a  frequent  aonitoring  of  for-profit 
institutions  is  desirable,  and  have  proposed  in  ay  extended  remarks  that  it  be 
done  an  annual  basis.  In  «any  cases  an  annual  sit*  visit  may  not  be  required, 
but  that  decision  should  rest  on  the  information  gathered. 

Quest  ion  2 

As  the  syste»  is  now,  do  vou  think  there  is  sufficient  control  cvpr  the 
proprietary  institution? 


1  believe  hat  the  experience  wt  have  had  with  defaults  in  student  loans  suggests 
that  a  greater  degree  of  control  must  be  exerted  over  the  loan  program  in  all 
institutions.  Annual  aonitoring  of  for-profit  schools,  mentioned  above,  would 
ha  salutary  way  of  in<  teasing  appropriate  control. 

Question  3 

Branching  has  been  cited  as  an  area  that  presents  difficulty  to  accrediting 
agencies.  Do  you  think.  *"  should  liait  branch  caftpuses  to  a  specific  distance 
from  the  »ein  school  and/or  require  the  branches  to  teach  the  same  type  progra«s 
as  the  ftflin  campus? 

Response 

Branching  has  presented  probleas  and  continues  to  do  so.  HoKever ,  broad  general 
•solutions"  are  likely  to  cause  more  troubles  than  they  cute.     For  example* 
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limiting  branches  to  a  specific  distance  fro*  the  «ain  school  would  remove  a 
significant  portion  of  programs  offered  on  military  bases  —  unnecessarily,  since 
these  programs  are,  by  and  large,  successful  Requiring  programs  or*  a  branch  to 
duplicate  those  at  the  main  location  would  prevent  a  branch  from  moeting  needs 
at  the  branch  location,  but  not  at  the  main  site.  Branching  has  been  a  problem 
for  many  years  (and  not  only  in  the  for-profit  sector) ,  and  as  we  have  improved 
the  accrediting  procedures  for  dealing  Kith  branching  ve  have  learned  that  each 
case  needs  to  be  treated  as  an  individual  case.  In  my  extended  remarks  I 
recommended  to  accrediting  bodies  th*t  present  controls  on  brandling  needed 
further  attention. 

Question  4 

Is  it  your  impression  that  more  proprietary  schools  turn  bad  after  tbmv  aire 
accredited,  rather  than  that  Lad  schools  n&k*  it  through  the  review  process 
undet  acted? 

Response 

Yes.  An  examination  oi  the  actions  of  the  accrediting  bodies  dueling  with  for- 
profit  ^  school  s  shows  that  a  great  deal  oi  rare  is  exercised  in  granting 
accreditation,  so  that  1  have  no  basis  for  saying  that  a  large  number  of  bad 
schools  slip  through.  There  are  a  number  of  examples  of  accredited  schools  thai 
become  troubled  for  a  variety  of  reasons.  And,  of  course,  there  are  the  schools 
that  lose  accreditation.  This  is  an  action  which  in  itself  points  tc 
deterioration  of  a  school  after  accreditation  —  and  one  that  the  accrediting 
body  is  addressing. 

Quest  ion  j> 

Do  you  find  that  most  review  teafns  Ale  t.  ?  ,m:  i  sposed  to  accredit  schools,  e\en  when 
problems  are  found,  because  they  assume  the  school  will  improve  with  time? 

Response 

I'm  not  sure  that  an\one  could  sake  sue?:  o  statement  with  respect  to  most  review 
teaas  without  a  careful  analysis  of  the  *a\  deci  sions^mad*.  1v  Experience 
suggests  that  ,  while  those  participating  in  the  accrediting  process  are  concerned 
Kith  the  improvement  0(.  a  school,  the>  are  more  likely  to  give  a  school  the 
benefit  of  the  doubt  alier  it  :.s  accredited,  and  to  be  strict  at  the  point  of 
granting  acc  tedi  tat  ion  fth.tr  is  a  general  impression  nut  based  on  detailed 
analysis.  :«centH   attended  a  meeting  of   the  Commission  on  Occupational 

Education  Institutions  of  the  Southern  Association;  a  high  psoportion  of  schools 
seeking  initial  accreditation  *ere  denied  or  deferred  to  obtain  additional 
information.  By  the  way,  the  visiting  team  does  not  make  the  accreditation 
decision;  it  recommends  to  the  Commission,  which  makes  thedpeision  following  its 
review-  of  the  docu»ents  and.  on  occasion,  meeting  with  school  and/ox  team 
rcpresentat  i ves , 

Quest  ijon_  o 

Do  you  think  that  the  Department  of  Iducatiufi  places  more  reliance  on  accrediting 
agencies  than  these  agencies  can  effectively  discharge  *ith  periodic  visits? 
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Yes,  for  8  number  of  reasons  (one  oi  the*  being  inadequate  staffing),  the 
Department  has  sought  to  rely  on  accrediting  bodies  for  matters  more  closely 
related  to  administration  of  Federal  programs  than  to  determination  of 
educational  quality.  As  my  extended  testimony  recommended,  I  believe  that  the 
Department's  eligibility  and  certification  processes  should  be  strengthened  and 
made  to  deal  explicitly  with  (actors  pertinent  to  the  administration  of  fedaral 
financial  aid  programs,  maintaining  the  use  of  accreditation  for  matters  of 
educational  quality. 

Question  7 

Do  accrediting  agencies  verify  data  that  schools  provide,  or  are  these  data 
automatically  accepted  as  reliable? 

Response 

One  of  the  purposes  of  the  site  visit  is  to  validate  information  submitted  by  a 
School,  as  well  as  to  seek  additional  information.  In  the  examination  of 
information  provided  the  accrediting  body  is  sensitive  to  the  consistence  of 
information,  which  is  also  a  verification  technique.  Obviously  some  information 
(such  as  that  provided  by  correspondence)  is  not  subject  to  immediate  independent 
verification,  although  here  some  of  it  can  be  regarded  as  significantly  more  than 
a  simple  submission  (e.g.,  audited  financial  statements). 

Question  ? 

In  your  experience,  how  would  you  rate  the  performance  of  the  Department  of 
Education  regarding  administration  of  the  Title  IV  program? 

The  Department  has  on  its  staff  a  number  of  excellent  and  well-qual itied 
professionals.  Unfortunately,  it  does  not  have  enough  of  them;  ED  staffing 
dropped  steadily  during  Secretary  Bennett's  administration,  and,  while  there  is 
now  improvement,  much  »or©  is  needed.  The  Department  is  also  hampered  by 
elaborate  regulations  which  slow  down  response  times  and  make  it  *as\  for 
administrative  miscues  to  occur.  The  reasons  for  a  less  than  sparkling 
performance  by  ED  are  well-known,  and  my  subjective  opinion  of  the  past  eight 
years  is  a  O. 

Question  9 

Subcommittee  staff  has  been  told  that  dual  accreditation  is  one  way  that  schools 
protect  themselves  against  having  the  Title  IV  money  tap  turned  off.  Why  would 
a  school  seek  institutional  accreditation  by  two  national  agencies? 

Response 

Jn  my  experience  the  most  common  legitimate  reason  is  that  the  school  finds  its 
character  or  programs  falling  between  the  predominant  concerns  of  two  accrediting 
bodies;  for  example,  a  school  offering  both  business  and  technical  programs. 
Dual  accreditation  is  quite  comment  in  certain  sectors;  for  example,  it  is  common 
for  theological  seminaries  to  be  accredited  by  both  the  Association  of 
Theological  Schools  and  a  regional  commission,  often  because  the  seminary  offers 
programs  both  for  those  studying  for  the  ministry  and  for  laypersons.    So  far  as 
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effect  on  Federal  financial  aid  is  concerned,  dual  accreditation  is  now  a  dead 
issue.  Representative  Williams  of  Montana  had  included  in  the  budget 
reconciliation  act  language  that  sake*  withdrawal  of  eligibility  automatic  if  a 
school  has  accreditation  withdrawn  or  withdraws  itself  while  under  sanctions. 
There  is  the  safety  provision  that  the  Secretary  of  Education  say  cause 
•  lifibility  Co  be  maintained,  but  it  is  clear  that  this  is  simply  available  for 
exceptional  cases. 

Question  10 

Based  on  your  experience,  how  many  *badT  accredited  schools  are  ther*?  Are  there 
simply  the  proverbial  few  bad  apples  that  proprietary  school  industry  interests 
assert,  or  are  there  more? 

Response 

I  do  not  snow  of  anyone  who  has  the  information  to  count  the  number  of  "bad- 
schools,  even  assuming  one  could  define  a  "bad"  school.  There  is  presumptive 
evidence  that  problem  schools  are  few  in  proportion.  For  example,  the  Secretary 
of  Education  recently  identified  that  more  than  30  percent  of  all  defaulted  loans 
in  the  1988  cohort  data  were  owed  by  borrowers  who  attended  less  than  one  percent 
of  the  postsecondary  institutions.  That  certainly  suggests  that  —  defining 
"bad"  as  meaning  high  default  rate  and  amount  —  "bad*  schools  are  a  small 
proportion  of  the  whole.  SmaH  proportion  or  not,  we  need  to  reduce  both  the 
number        the  proportion. 

Question  U 

Since  they  are  not  government  agencies,  accrediting  agencies  are  not  subject  to 
Federal  conflict-of-interest  limitations.  In  your  experiences,  have  you  seen 
instances  which  suggested  conflict-of-interest  problems  in  the  accreditation 
process? 

Response 

Conflict  of  interest  (or  the  appearance  thereof)  arises  in  almost  every  activity 
in  which  important  decisions  are  rendered.  The  activities  of  accrediting  bodies 
are  no  exception,  especially  because  of  their  reliance  on  peer  review,  where 
there  can  arise  conflicts  because  of  both  competition  and  cronyism.  Accrediting 
bodies  have  procedural  rules  seeking  to  guard  against  conflict  of  interest,  and 
these  are  usually  well-enforced.  C0PA-reeogni»ed  accrediting  bodies  must  have 
such  rules  and  in  addition  must  have  public  representation  in  policy  and  decision 
making  processes,  thus  introducing  external  participants  into  the  peer  process. 
The  Department  of  Education  also  examines  conflict  of  interest  issues  in  its 
review  of  accrediting  bodies.  But  despite  ail  rules  problems  do  arise:  a  team 
member  seeks  a  job  with  the  school  just  visited;  a  commission  member  fails  to 
recuse  and  enters  into  discussion  of  a  school  in  which  he  has  an  interest. 
However,  even  with  the  v#ry  elaborate  Federal  rules  conflict  of  interest  cases 
arise.  I  suspect  we  will  continue  to  have  cases  of  conflict  of  interest  from 
time  to  time,  but  I  must  say  that  in  my  experience  the  situation  in  accreditation 
has  improved  significantly  over  the  past  fifteen  years. 
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We^ve^h^Ird  that  sito  examinations  by  accrediting  agencies  arc  often  ineffective 
in  catching  bad  schools.    Do  you  agree?    11  so.  why? 

ThPToTfact  question  is  whether  the  entire  accreditation  process  --  not  just  the 
site  visit  "  is  effective  in  catching  bad  schools.  1  know  of  cases  m  which  the 
review  and  decision  process  following  the  sito  visit  has  resulted  in  reversing 
recordations  to  accredit,  and  so  the  distinction  between  the  S  H.  J|" 
recordation  and  the  final  decision  is  significant.  I  doubt  that  the  ptoe.ss 
is  "often"  ineffective,  although,  as  a  confirmed  believer  in  human  error,  I  would 
not  be  surprised  if  there  were  an  occasional  .istake.  What  is  needed  to  deal 
with  such  allegations  is  to  identify  the  particular  cases  and  look  at  the., 
object  i vo\y . 

InTouYTSetience,  how  do  accrediting  agencies  view  then  function?  Do  they 
consider  themselves  responsible  for  safeguarding  against  fraud  and  abuse  in 
student  loan  program?  Or  do  they  view  themselves  more  as  an  advocate  for  their 
member  schools? 

Thf'tw^quest  ions  pose  a'talse  dichotomy:  »n»  is  not  necessarily  an  advocate 
siaply  because  one  declines  to  monitor  student  loan  progra.s.  Accrediting  bodies 
are  in  the  eligibility  process  because  they  are  regarded  as  tellable  authonios 
as  to  the  qualitv  ot  education  or  training  in  the  institutions  and  programs  thev 
accredit.  Thev  do  not  have  special  expertise  in  the  option  .ad  administ , .at  ion 
of  student  loan  programs,  and  their  procedures  and  pract ices  are  not  wel  l 
to  monitoring  such  program.  This  point  underlies  my  response  to  Question  b 
above:  monitoring  Federal  student  loan  programs  ,s  (or  should  be)  the 
responsibilitv  of  the  Department  of  {.duration.  Accrediting  bodies  ate  concerned 
with  student  loan  programs  only  insofar  as  they  have  impact  on  the  quality  of 
education  or  training;  obviously  if  they  observe  fraud  or  abuse  they  have  the 
citizen's  responsibility  to  speak  out  In  many  cases  the  investigation  of  fraud 
and  abuse  requires  more  legal  authority  than  a  private  association  can  possess; 
this  is  a  further  reason  that  accrediting  bodies  should  not  be  looked  upon  as 
monitors  or  auditors  of  fraud  and  abuse  in  student  loam,  programs . 

Nor  are  accrediting  bodies  simple  advocates  for  accredited  schools.  They  take 
actions  adverse  to  schools,  they  impose  requirements  for  accreditat ion  which  some 
schools  find  onerous  or  distasteful,  and  they  require  reporting  extensive  enough 
to  result  in  a  rather  steady  stream  of  complaint  from  schools.  Accrediting 
bodies  seek  to  evaluate  schools  fairly  and  equitably,  to  report  their, 
accreditation  decisions  publicly,  and  to  work  to  improve  accredited  "hools^ 
If*  a  dogma  of  accreditation  that  however  good  something  may  be.  it  isn  t  good 
enough  That's  applied  to  both  schools  and  accrediting  bodies.  Som-tmes  I 
think  we  apply  it  so  much  that  we  don't  let  people  know  how  good  the  present  is. 
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Question,  }A 

In  your  experience  is  it  common  for  accrediting  agency  directors  or  board  maabers 
also  to  be  proprietary  school  owners?  Dots  that  create  a  potential  conflict  of 
interest?  Hav*  accrediting  agencies  adopted  any  ethical  standards  to  prevent 
potential  conflicts  in  those  situations? 

Response, 

This  is  similar  to  Question  II  above.  Accrediting  commissions  are  composed  of 
persons  associated  with  accredited  schools  and  persons  representative  of  the 
public  interest.  I*  for-profit  schools  are  among  those  accredited,  owners  of 
such  schools  could,  and  do,  servr  on  accrediting  commissions.  The  possibilities 
of  conflict  of  interest  that  exist  are  essentially  the  sue  as  those  that  arise 
when  presidents  of  universities  serve  on  accrediting  commissions.  As  Mentioned 
in  the  response  to  Question  11.  accrediting  bodies  have  rules  about  conflict  of 
interest  situations.  One  common  rule  is  that  no  one  fro*  the  hose  state  of  a 
school  under  review  *ay  participate  in  the  recommendations  or  decision.  In  every 
case,  those  participating  are  asked  whether  there  is  any  reason  to  recuse,  since 
rules  can  deal  with  only  the  most  coaaon  possibilities.  There  have  been  a  fee 
cases  in  which  disaffected  institutions  have  asked  the  courts  to  require 
restoration  of  accreditation,  with  conflict  of  interest  being  raised  as  a  reason. 
None  of  these  requests  have  been  successful  in  the  courts. 

Question  15 

You  stated  that  a  proprietary  school's  high  default  rate  is  more  likely  to  be 
cau$ed  by  the  type  of  student  served,  and  less  likely  related  to  the  school's 
poo:  .ational  qualitv.  Do  you  think,  therefore,  that  a  high  default  rate  for 
proprietary  schools  should  be  condoned? 

Response 

My  remarks  must  have  been  misunderstood.  Hy  view  —  and  I  think  this  was  clear 
in  a  colloquy  between  Senator  Nunn  and  me  ~  is  that  there  are  several  factors 
that  increase  default  rates  for  student  loans.  Among  these  are  various 
characteristics  of  students  served  by  a  school,  the  occupational  purpose  of  the 
education  or  training  received,  and  the  quality  of  the  school.  Subcommittee 
staff,  in  their  testimony,  had  identified  as  *bed»  schools  aJA  schorls  having  a 
default  rate  of  20X  or  higher.  I  think  that  this  is  a  misuse  of  default  data. 
It  may  be  correct  that  a  "bad"  school  has  a  high  default  rate,  but  it  does  not 
follow  that  all  schools  with  high  default  rates  are  bad.  An  examination  of  the 
list  of  89  schools  identified  by  the  Secretary  (see  Question  10  above)  shows  such 
institutions  as  Milwaukee  Area  Technical  College,  Southern  University  and  long 
Beach  Community  College  District.  All  of  these  schools  have  default' rate* well 
above  20X,  but  it  is  not  true  that  they  are  "bad*  schools.  It  is  important  that 
we  avoid  the  easy  mistake  of  equating  educational  quality  with  easily  available 
default  data;  if  w-t  misdiagnose  the  causes  of  defaults  we  will  prescribe  the 
wrong  medicine. 

I  do  not  think  that  a  high  default  rate  for  any  kind  of  school  should  be 
conJoneo.  As  my  extended  remarks  make  explicit.  1  believe  tha'  default  rate  data 
Should  be  >ised  by  accrediting  bodies  rogularly  to  identify  p  ssible  educational 
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probloas.  Senator  tfunn  remarked  that  a  high  default  rate  should  be  a  red  flag. 
!  agree. 

Question  16 

Has  COPA  ©ver  de-recognised  any  agencies  that  it  previously  approved? 


As  my  testimony  stated,  some  five  accrediting  bodies  recognized  by  COPA  we^e 
later  dropped  fro*  the  recognized  list.  X  mentioned  the  case  of  one  that 
declined  to  change  its  procedures  to  conform  to  CQPA's  Provisions  when  they  were 
revised,  and  as  a  consequence  withdrew.  In  other  cases  we  do  not  Know  why 
withdrawal  occurred,  although  in  somt*  questions  had  been  raised  about  the  conduct 
of  the  organization.  We  have  not  had  a  case  in  which  the  accrediting  body 
persisted  in  seeding  recognition  to  the  point  that  a  final  negative  decision  was 
rendered.  That  seems  reasonable:  no  rationa'.  accrediting  body  would  pursue  COPA 
recognition  to  the  point  of  a  public  decision  when  it  becomes  clear  during  the 
process  that  the  decisic-  is  likely  to  be  adverse.  We  have  in  the  COPA  filos 
inquiries  and/or  submissions  of  information  from  about  100  organizations  that 
either  wished  to  begin  accreditation  or  Kere  doing  accreditation  and  were 
considering  seeking  COPA  recognition.  None  of  these  pursued  the  matter  after 
receiving  written  information  and/or  consultation  with  COPA  staff. 

I  hope  these  responses  are  helpful  to  the  work  of  the  Subcommit  te« .  I  would  of 
course  be  glad  to  provide  additional  information. 

Yours  sincerely, 


Response 


Thurston  I.  Manning  - 
President 
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SEPTEMBER  12,  1990 


Opening 


„uhrn^to  aorning,  Mr.  Chairman  and  Members  of  the 
Subcommittee.  I  am  pleased  to  be  here  this  nomine  to  testify 
l0anC0nderfiUi\eRt0  th°  Subcommittee's  investigation  Into  Sent 
loan  defaults,  particularly  those  issues  relatino  to 
proprietary  school,  and  accrediting  agencies.  For  50  months  I 
worked  for  a  nationally  recognised  accrediting  agency  I  now 
tlU  j°b„  tls^heres     1  "°rk  «»  «  consultant  to  proprietar? 

CaSornfr  in  lnfa"fS-     **"  addition<   *  with  the  State  of 

California  in  reviewing  schools  applying  for  a  license. 

Educational  and  Experiential  Background 

My  name  is  Deborah  Davisson  De  Vries.  I  am  41  vpars  of 
^JLnd,CUr  ,Vy  reside  in  California  I  h\vT  a  bachelor's 
Sfforni-  ;;iSrt0ry»  '"f  the    University  of 

Seorees    in    erf^^n9el?S  ant*  Bl>*  »"te*  and  doctorate 

o»ra£m<^«  education    (eurricnliui    design    £nd    evaluation  of 
K  itfW!  the  university  of  Southern  California   <  In 
1975  and  1981,  respectively).     Hy  employment  history  in  adult 
education  began  1974,  when  I  worked  in  Okinawa,  japan,  for  the 

^"fr8 nt  °f  1e>fenr  at  Cawp  Hansen  Marine  Base,aa  «  lead 
teacher  and  as  the  director  of  an  adult  high  school.  While  I 
was  there,  I  helped  1700  Marines  receive  their high  school 
diplomas  while  there,  I  also  coordinated  the accreditation 
K  thff"£  SLJ*"^  ?ntrai  *»»^iation  ofacllleges  anS 
c2rfor  lit.  n^nl  overseas,  i  worked  at  a  learning 
adu\t"'    Preparing    adults    for   GBD   testing.  The 

Amlrfcan.  fro!Pf \tV^t I  "^t  wl5h  in  thia  re'ard  ™tlve 
American*  from  five  different  Southwest  tribes. 

thr^^L^  Peri?d;    1  w°**«l  -t  Luke  Air  Force   Base  in 
three  different  capacities.    I  was  the  director  of  the  IDE  A 
Program    a  remediation  and  basic  skill  training  center  designed 

™  «.h<?n4UK t8d  ?*?  Who  were  havi"9  difficult  completing 
I  ■  obT  training  or  in  passing  promotion  tests  in 
addition,  I  worked  for  the  Tactical  Air  Command,  pilot  tracher 
training  program,  the  academic  instructor  course.  Part  time 
during    this    time,    X    taught    for    Embry-Riddle  Aeronautical 
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University ,  Park  College,  Golden  Gate  College,  Rio  Salado 
Community  College,  and  Glendale  Community  College,  in  a  variety 
ol  suMect  arias,  including  history,  humanities,  freshman 
English,  English  as  a  second  language,  and  literature.  i 
taught  remedial  through  master's  level  classes. 

As  a  volunteer,  I  worked  in  various  official  and 
unofficial  capacities  with  the  Arizona  Adult  Education 
Association,  the  Mountain  Plains  Adult  ^"cation  Association 
the  American  Association  of  Adult  and  Continuing  Education  and 
the  Commission  on  Adult  Basic  Education.  In  these  roles,  I 
became  active  in  lobbying  to  bring  awareness  and  understanding 
of  student  needs  to  those  in  decision-making  roles. 

Hv  specific  educational  and  experiential  ability  and 
background  led  me  in  1984  to  the  position  with  the  Council  for 
Non-collegiate  Continuing  Education  ^fE),  later  called  the 
Accrediting  Council  for  Continuing  Education  and  Training 
(ACCET) . 

Deacription  of  work  with  CNCE/ACCET 

In  my  position  at  CNCE/ACCET,  I  worked  for  50  months  in 
various  capacities.  My  first  job  title  was  ^g*; 
then  associate  director,  then  vice  president,  and  «""|Uy  vice 
president  for  accreditation.  My  job  duties  included  among 
£thQJ.  activities,  coordinating  applicant  readiness,  scheduling 
on-site  visits,  training  commission  representatives  and  team 
members,  conducting  on-site  visits,  developing  and  conducting 
applicant  training  workshops,  coordinating  commission  meetings, 
and  representing  ACCET  at  various  State  and  professional 
meetings • 

In  that  time  period,  I  participated  in  over  250  school 
site  visits,  in  various  capacities  such  as  public  relation, 
branch  visits,  pre-accroditation  visits,  initial  accreditation 
visits,  and  re-accr^ditation  visits. 

In  this  visitation  capacity,  I  observed  programs  and 
individuals  who  provided  exemplary  care  and  commitment  and 
those  who  were  callous  and  cold-blooded  in  their  obvious 
pursuit  of  personal  recognition,  money,  and/or  power. 

1  saw  programs  begin  as  very  small,  unsophisticated  "Mom 
and  Pop"  organizations  with  as  few  as  20  students,  in  one 
location,  and  watched  them  grow  after  accreditation  to  programs 
with  50  to  100  employees,  and  500  to  1000  students,  at  several 
different  sites. 

Analysis  of  Accreditation  Experience 

There  is  no  magical  answer  or  clue  to  be  able  to 
distinguish  healthy  growth  and  change  from  a  Jekyll and Hyde 
growth  and  change.     Some  schools  were  able  to  evolve  stably  and 
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with  dignity,  and  others,  unpredictably,  would  fall  victim  to 
the  new  power  and  wealth  they  acquired,  and  lose  the  ability  to 
manage  or  educate  effectively*  There  is  disease  facetiously 
labelled  "Mercedes  Mania.-  It  is  a  disease  which  may  affect  an 
orderly,  hard-working,  honorable  "Mom  and  Pop"  school  owner, 
when  he/she  begins  receiving  lump  sua*  of  money  several  days  in 
succession,  when  the  first  Guaranteed  Student  Loans  (GSL) 
checks  start  arriving.  For  individuals  who  have  routinely  been 
dry  on  the  payment  side,  who've  been  going  without  salaries, 
and  working  14-  to  15-hour  days,  sometimes  this  lump  sum  series 
of  payments  becomes  debilitating,  The  first  recognition  that 
he/she  will  be  successful  is  to  prove  it  is  real,  by  buying  a 
Mercedes.  After  that,  it  is  possible  things  wil?  never  be  the 
same. 

The  biggest  *sin"  was  hubris  of  ego,  ul  rather,  believing 
that  the  flaws  of  others  could  not  possibly  apply  personally, 
and  that  there  was  no  relation  between  delegating,  managing, 
and  planning,  and  the  avoidance  of  corruption,  developing  a 
lack  of  dedication,  or  a  lost  of  understanding  of  mission. 

There  was  a  major  change  in  an  underlying  premise  of 
owners  of  schools  that  I  observed  in  my  tenure  of  service,  and 
what  happened  a*,  my  agency,  I  believe,  was  a  microcosm  of  what 
was  occurring  everywhere. 

when  I  began  work  with  CNCE/ACCET,  my  organization  was 
composed  of  144  continuing  education  programs.  I  believe  that 
only  three  (2%)  of  these  used  accreditation  to  access  Title  IV 
funds.  The  others  used  accreditation  as  a  public 
approval /consumer  assurance  avenue,  and  utilized  the  structured 
aspect  of  self-evaluation  and  its  model  provided  by 
accreditation  as  a  tool  for  self -improvement . 

Many  changes  had  occurred  by  the  time  I  left  CNCE/ACCET 
there  were  close  to  400  different  continuing  education  programs 
accredited  by  ACCET,  and  the  number  of  programs  accessing  Title 
IV  funds  was  close  to  50%  of  that  number.  In  addition,  I 
believe  many  of  the  basic  variables  had  changed.  When  I  first 
began  at  CNCE/ACCET,  change  of  ownership,  addition  of  branch 
locations,  and  addition  of  new  course  requests  were  very  rare. 
By  the  time  I  left,  there  were  about  100  requests  for  changes 
each  month. 

I  believe  that  during  this  time,  there  was  a  dramatic 
change  in  the  goals  and  philosophy  of  school  owners,  but  not  of 
the  oversight  authorities,  State,  Federal,  and  accrediting.  In 
1984,  there  was  a  rather  special  and  consistent  bond  among 
teachers  and  educators.  There  was  a  basic  premise  that 
individuals  were  commonly  involved  in  education  because  of  a 
need  and  a  love  to  nurture  others.  Similarly,  the  oversight 
organisations  saw  their  role  to  be  a  collegial  nurturing  and 
encouragement  of  educators  to  develop  the  tools  and  skills  for 
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continual   self-evaluation,    which   is  after  all    the  particular 
purpose  of  the  accrediting  bodies* 

There  was  not  a  need,  or  at  least,  not  ft  common  perception 
that  the  State  government  or  accrediting  agencies  needed  to  *>e 
policemen. 

In  reality,  the  rules  of  the  game  changed  without  a 
recognition  by  the  oversight  individuals.  Major  changes  in  the 
school -oversight  relationship  occurred,  albeit  innocuously, 
when  schools  were  owned  and  managed  by  businessmen  and  lawyers, 
rather  than  social  servants  and  educators.  What  made  sense  to 
a  businessman  was  slow  to  be  recognized  by  accrediting  agencies 
who  needed  to  become  pro-active  in  legislation,  governing 
procedures,  fee  structure,  and  staffing.  To  effectively  keep 
the  intent  of  accreditation  in  place. 

As  an  example,  my  agency  had  no  specific  standard 
(standards  are  the  rules  by  which  schools  abide  *°  become 
and/or  remain  accredited)  which  stated  that  unethical  benavioi 
would  not  bo  permitted*  So  although  a  visiting  team  might  nave 
suspicions  about  the  lack  of  integrity  of  a  specific  procedure, 
unless  that  activity  clearly  fit  under  one  of  the  standards,  it 
was  very  difficult  for  the  agency  to  take  any  action.  (At  my 
suggestion,  a  standard  stating  that  "an  honest  and  ^hical 
intent  is  implied  by  all  communications,  -  was  added,  j  «owe^r' 
prior  to  that  time,  an  institution  could  not  be  issued  a  show 
cause  letter  stating  why  its  accreditation  should  be  withdrawn, 
because  no  specific,  literally  specific  standard  haa  been 
violated. 

I  will  go  into  greater  detail  on  the  legal  restraints 
inhibiting  accrediting  aaencies  from  weeding  out  bad  schools 
later  in  my  testimony.  Suffice  it  to  say,  that  although  it  may 
seem  like  common  sense,  the  maturation  process  to  match  the 
sophistication  level  of  the  changing  genre  of  owners  was 
neither  clear  nor  manageable. 

Summary  Analysis:  How  Bad  Schools  Get  in  the  System  and  Stay 
There 

If  I  were  to  analyze  in  simplistic  terms  how  bad  schools 
get  into  the  accredited  system  and  ho*  they  stay  there,  I  would 
offer  four  simple  explanations ♦ 

1.      ^x-^diting  agencies   *nd  the  other  accrediting -ftgencjes 
hftvp  not,  mature  flf  rftpitilV  ft?  t)tt>  schools. 

If  a  school  deliberately  wants  to  lie,  cheat,  and  steal, 
it  will  go  to  great  lengths  to  insure  that  it  succeeds.  These 
charades  go  beyond  what  is  anticipated  or  expected  by 
reasonably  knowledgeable  visiting  teams.  Several  instances 
illustrate  my  point.  In  one  instance,  actors  were  hired  to 
pose  as  students  to  ha   interviewed  by  the  visiting  tea*.  On 


er|c  2ou 


271 


Statement /Deborah  D.  De  Vries  5< 

^«i!^.ffinpUt9r  pr0ffraB15  and  hundreds  of  pages  of  supporting 
f«  ^T?lition  *ere  crH?d  to  Mtablish  false  financial  irails 7 
In  another  case,  refund  check,  were  written  and  ledger*  were 
"S*  "~  a11  f°r  check*  never  sailed  to  students.  Finally,  in 
S  i-tfh?f!h'.°T?r  102  atud»nt  £ii"  completely  fabricated 

^!!ta?U"h  *  U,t  of  graduates  *ho  did  not  exist.  In  each  of 
these  instances,  eventually  the  facts  came  out,  but  the 
nurturing  educational  system  of  old  was  not  equipped  to  go  into 
a  school  review  and  detect  these  charades.  y 

2'       Tha  legal  system  is  on  tha  ^de  of  owners^ 

*„h  ^ners  °f  schools  can  hide  for  years  behind  due  process 
agencies  ."JL^^c  ,of  8  8chao1   to  keeP  ^crediting 

ac9fionragainst°tneia  "*  St"8  a9enCie8>  from  takin^ 

3-      The  gverBlaht  organisations  flg  pot  function  as  a  unit;. 

„„ot™ere  is  ,a  recognizable  lack  of  communication  among 
overiiQht  .gencje..  Part  of  this  is  due  to  petty  jealousy,  and 
Hts  in  S  Z^V0  territoriality.  The  olher  aspect  which 
of  lml«a  ^if  f  °L?1Tar  f««»niMtion  is  a  bureaucratic  lack 
2th^J?l\«»  KfffCi^!1S:, eoTunicate  vital  data-  At  times, 
1  '  basic  da,taila  »»ve  not  been  communicated  to 
vitai  sources      For  example,  the  State  of  California  policy  on 

2™.t!caUV  ,BU",  n0t  aPP"ved    ha.  changea 

rf??*n™JiyAf#i  WJit,hout  foraal  notification  of  policy,  a 
Saencv  that fSf4al  °  7"  lett8r  notifyin9  «y  accrediting 

ann^L,  Pro<:ed"re  in  the  State  did  not  require  dual 

tllr-Z*,  °f  the  vbranch'  an<*  that  the  accrediting  agency 
o?ior  ti  ^U^gh'  and  that  our  request  for  State  approval 
E*2£  Sranting  approval  vas  overburdening  the  State.  Then, 
later,  with  no  notification  from  the  State,  another  terse 
ieI  ?r*YaS  stn>t.aan<iatin9  mv  agency's  compliance  with  the  State 
Xri££2«^1Ch  in8i8ted  state  approval  was  mandatory  before 
the  accrediting  agency  had  any  authority  to  approve  a  branch? 

*•      Thf"  affi  COnfliCt-of-inter»^    «.,.,»B  wMf.h  Ho  not  hflvf> 

elective  direction  or  ^ppflnl   Brflmrf.,^  ""-"^ 

««.mJr    !^^Vf?*    °f    accr«diting    agencies    represent  one 
example.    Accrediting  agencies  are  supported  by  their  members. 

There  is  a  tendency  among  human  beings  who  have  been  civen 
relative  power  to  become  a  bully.  A  bully  is  dVfined  as 
SZThtn?  •"horlt*    to    Provide    a  deeded  service? 

fsn?t  IkV"/  "  *undin?'  or  special ited  information,  and  who 
of  vieS  a  UZL7  aituati°R  «ro»  the  recipient  point 
?air„«R«'  .«h       /  someone  who  doesn't  care  about  the 

fair„ess  and  Justness  of  decisions  because  he  knows  that  there 
is  no  reasonable  way  to  be  challenged. 
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Because  of  the  tendency  of  some  to  use  power  unfairly, 
aspects  of  bribery,  extortion,  and  unresolved  grievance  occur. 

Bully  Syndrom 

I  have  witnessed  and  heard  of  cases  where  schools  have 
felt  compelled  to  perform  certain  actions,  give  certain  gifts, 
or  spend  money  in  ways  not  mandated  by  any  procedures,  because 
it  was  felt  these  actions  must  be  done  in  order  to  maintain  the 
status  quo,  to  attain  or  retain  accreditation,  Federal  funding, 
or  State  recognition.  There  needs  to  be  an  ethical  code  which 
is  clearly  disseminated  to  pchool  owners  and  to  accrediting 
agencies,  in  the  same  way  that  schools  are  now  giving  students 
a  bill  of  rights  prior  to  admission. 

If  a  school  owner/accreditation  applicant  is  told  he  must 
pay  "special"  consulting  fees  prior  to  being  accepted  for 
accreditation  review,  he  might  not  Know  what  his  rights  are 
legally,  or  how  to  officially  discover  whether  or  not  this  is  a 
legitimate  fee  or  a  pay-off.  There  is  currently  no  line  of 
demarcation . 

If  a  school  owner  is  asked  by  any  employee  of  the  State, 
accrediting  agency,  or  Federal  government  to  pay  or  donate  for 
possible,  actual,  promised  or  performed,  special  consideration, 
there  is  no  authority  or  documented  procedure  which  can  or  does 
outline  the  consequence  of  saying  no.  Therefore,  any  action, 
from  requesting  a  special  donation  of  equipment  to  an  expanded 
travel  fee  to  an  actual  payment  of  a  fee,  represents  a  decision 
for  which  the  school  official  has  no  clear  choice,  no  option  to 
say  "no"  without  feeling  or  becoming  vulnerable.  When  we 
permit  systems  to  operate  without  publishing  a  commonly 
acknowledged  code  of  conduct  or  an  official  appeal  or 
clarification  procedure,  we  in  effect  condone  "bullying  as  a 
way  of  life.  The  consequences  to  the  quality  of  our  system  are 
subliminally  poisonous. 

In  conclusion,  it  is  my  belief  that  many  of  the  problems 
we  are  discussing  here,  today,  have  a  direct  correlation  to 
thxs  "bully  syndrome"  and  the  lack  of  a  -bullied  kill  of 
rights."  The  victims  are  everywhere:  the  students*  the  school 
owners,  the  accrediting  agencies,  the  tax  payers. 

We  must  be  sensitive  to  the  fact  that  there  are  actually 
bullies,  and  perceived  bullies,  we  should  understand  that  the 
perception  of  bullying  is  just  as  debilitating  as  actual 
bullying.  For  example,  asking  directly  or  indirectly  for 
donations  to  an  organization,-  especially  if  an  institution  is 
in  the  process  of  seeking  or  re-establishing  its  accreditation, 
the  request  for  donation  might  be  perceived  as  being  a  command 
rather  than  a  request.  Suppose,  for  example,  that  an 
individual  on  a  visiting  team  makes  the  same  request  for 
donation  or  special  treatment,  implying  (whether  stated  or 
unstated)  that  routine  accrediting  procedures  may  be  simplified 
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for  the  donor.  This  represents  another  case  where  the 
bullying0"        deaan<i  than  request,    in  reality,  becomes 

Description  o*  the  Need  and  Role  of  Good  Schools 

We  have  spoken  about  how  bad  schools  get  in  the  system, 
and  how  they  remain.  I  would  also  like  to  explain,  for  the 
record,  how  good  schools  get  in  the  system  and  why  we  need  for 
them  to  remain,  and  not  be  casually  grouped  with  those  who 
violate  our  faith  in  the  educational  system. 

World  Without  Vocational  Schooling 

I  ask  you  to  imagine  for  a  moment  what  would  happen  if 
there  were  no  secretaries  with  word-processing  skills  no  auto 
mechanics,  and  computer  technicians,  imagine  that  even  if  they 
existed,  they  had  learned  to  work  by  trial  and  error  rather 
than  in  structured  educational  training  programs. 

What  you  have  imagined  is  a  world  without  vocational 
technical  education.  What  you  have  imagined  is  what  would 
lf  the  millions  of  students  whose  unique  skills  and 
abilities  could  not  bo  developed  by  traditional  means  because 
they  were  denied  the  educational  funding  they  so  desperately 
need.  Given  the  disproportionate  representation  of  lower 
socioeconomic-level  students  in  private  career  schools,  denyinq 
these  students  aid  is  tantamount  to  chaining  the  slowest  runner 
to  the  starting  gate. 

Financial  Benefits  of  Vocational  Training 

A  report  from  Stanford  university's  Center  for  Educational 
Research  indicates  that  each  year -8  class  of  high  school 
dropouts  over  their  lifetimes  costs  this  nation  nearly  §296 
billion  dollars  in  lost  earnings  and  ungenerated  tax  income. 

Private  career  schools  are  needed  to  help  turn  this 
n"T41  debit  into  a  national  credit.  America  needs  schools 
which  produce  lawyers,  doctors,  and  rocket  scientist,  but  we 
also  need  school  which  turn  out  working-class  Americans  who 
contribute  to  the  tax  base  rather  than  detract  from  it. 
Private  career  schools  provide  training  that  is  not  offered 
elsewhere  and  cater  to  students  that  others  do  not. 

Perhaps  a  solution  to  some  of  the  pain  that  vocational 
training  students  have  suffered  at  the  hands  of  unscrupulous 
business  entrepreneurs  masquerading  as  nurturing  educators  is 
to  set  a  new  structure  for  checks  and  balances  which  will 
encourage  the  behavior  we  see  as  worthy,  and  discourage  or 
eliminate  those  which  we  find  repugnant.  If  we  must  have 
i^"8'  th*y™Bt  be  clearly  stated,  clearly  communicated, 
£f  +BVf  more  cle*rlY  focused.  Governmental  agencies  have 
spent   far   too  much  time  and  effort  drafting  and re-draft!ng 
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regulations  which  approached  problems  to  date,  but  never  seemed 
able  to  resolve  them.  We  have  used  an  axe  and  a  blindfold  to 
address  prcolems  that  are  best  resolved  using  a  microscope  and 
scalpel. 

Heed  for  Comon  Mission  and  Philosophy 

There  is  a  need  for  cooperation  and  a  common  sense  of 
mission  and  philosophy*  In  the  past,  the  individuals  involved 
in  education,  and  training,  either  in  reality,  or  in  P«"ic 
perception  and  actions  which  usually  matched  the  public 
perception,  were  based  with  a  teaching  and  nurturing  premise. 
They  veer  at  heart,  interested  in  growth  and  building ,  and  the 
literal  meaning  of  the  word  education,  i.e.,  "to  lead  out."  At 
that  time,  the  guidance  given  by  the  Department  of  Education, 
State  authorities,  and  the  accrediting  agencies,  assumed  that 
educators  only  need  a  professional  bonding,  and  that  the  basic 
level  of  interest  would  always  be  something  held  in  common?  to 
educate. 

The  nature  of  the  common  bond  dramatically  and  graphically 
changed  without  a  concomitant  change  in  the  guiding  bodies, 
either  in  their  rules,  their  philosophies,  or  their  actions. 

Accrediting  agencies,  State  departments  of  education,  and 
the  Federal  Department  of  Education  seem  to  work 
serai- independently  The  basic  need  today  is  to  collectively 
assess  what  it  is  that  we  really  want  to  happen.  Then  the  next 
step  is  to  look  at  what  we  are  doing  and  to  determine  if  all 
our  efforts  will  encourage  the  same  results. 

Need  for  Clarity  of  Focus  and  Clarity  of  Comaunication 

One  of  the  first  steps  is  to  recognize  that  what  we  are 
doing  as  educators,  in  varying  capacities  at  the  State, 
Federal,  and  accrediting  arena  levels  are  mismatched 
combinations  of  monitoring,  policing,  and  guiding,  There  is  a 
lack  of  clarity  of  focus  and,  in  particular,  a  lack  of  clarity 
of  communication. 

The  unscrupulous,  corrupt  school  owners  escape  the 
scrutiny  because  the  accrediting  agencies  don't  communicate 
with  States,  and  vice  versa;  the  States  don't  communicate  with 
the  Federal  Department  of  Education,  and  vice  versa;  and  the 
accrediting  agencies  don't  effectively  communicate  with  the 
Department  of  Education  and  vice  versa.  What  happens  is  that 
no  one  body  effectively  sees  the  whole  picture,  and  regulates 
and  enforces,  and  creates  standards,  procedures,  and/or  laws 
which  could  monitor  and  structure  the  entire  system. 

Who  Will  Police 

The  Federal  level  has  assumed  without  ever  validating  the 
fact  that  the  accrediting  agencies  will  want   to  change  their 
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thi*li,v0-^nHI!I!tHPOliCe8,fn'  In  realitv'  even  a  minor  change  in 
h!v«  en™,??  1  *  4r*  ^t.rpr.ted  by  accrediting  agencies'  can 
have  enormous  consequence..     For  example,  the  decision  to  bo 

SVS^«  riSLv*1?.  ?41i4ty  t?  add  branched 

oy  an  accrediting  agency  it  a  major  undertaking.    First,  policy 

i™^™  -ritt.il,  approved,  and  disseminated  to  memberthi? 
Accrediting  ag.ncies  must  be  sensitive  to  the  fact  theyW  be 
n^f?"r*int  of  tradft'    Additionally,  extra  peSonnlfmS 
b*.  .  "t^d     to     enforce     this     decision     to     become  more 

increased  flit'  t?"  fT  onB  area-  Extra  personnel  ma^ns 
increased  fees  for  members  who  are  likely  to  see  this  as  not 
getting  the  same  type  of  scrutiny/service  they  SpJttd. 

externallv0^nth♦ah«S^lat^1a®fnCie,,  have  Tacillated  internally  and 
S  l«t  f.w  if-r?  *     a"  ^P"™1  «9«ncies  or  policemen. 

"V',1'"  f8W  Fears,   several  of  the  states  have  taken  the 

SevirS'state.   SSf",  8tr°n*°r,<  in    tha    P°UcinS  function 
several   states   have  also  changed  their  relationshiD  with  tha 
accrediting  agencies,  first  in  seeing  the  accr^iting  aoency-s 
function  to  approve  certain  procedures  in  lieT  of  the  Itlte 

do!noth0L  %°  ^  han5ry  Wlth  tha  accrediting  agencies  for  noi 
doing  the  Job  the  way  the  State  either  thought  it  was  beinc 
done,  or  the  way  that  it  later  determined  to  £2  more  effective"* 

with  »i»>lnr-rfrily  ^thai  ,iB  goin«  through  the  pains  associated 
*r*Ly  ~  ?Hon  and  ad°le»cence,  the  growth  of  the  chanaina 
school  position  and  the  regulatory  bodies  has  been  •  ra 

t^k  nlTJt  °l  aKlaKCk  °f  Clarity  and  communication      There  K 

frustration.  There  is  .  desperate need^&r  c L-ri fiction  ol 
Ill  focus    *  concentrated  and  communicated  effort  to  coordinate 

k«m4  ffi  if  exasnPle'    At  w«re  determined  that  the  reoulatino 

SotIctordthenCt^°n  P™"*"  °f  8Qrvin9  aa  -  Kumer 

aWs  Lt»  .  KaoC{tions  and  regulations  from  the  State  would 
im£rtan?iv     if   Xi    °-    ?ramlSa    to  back    upon.  More 

2  f1/;  V™*,?,1"10"  "°f°  commonly  understood,  state, 
ve?™..  »HmaC"5dit,ins  ^ncies  tand  agencies  such  as  the 
Veterans  Administration)  would  naturally  be  aetino  t^m Z 
common  and  basic  foundation.  y         acting    from  a 

The    changing    nature    of    the    student    population    is  an 
2n?iMSCLSr?e0f   t^,abillty  °f  theTighar  Tduca'tion 
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Vhat  We  Can  Do  Now*    Focus  Our  Actions?  Cowaunicate  Effectively 

—  Re-affirm  the  roles  among  the  triad:     State  licensing, 
peer  accreditation,  and  Federal  eligibility. 

—  Clarify  specific  roles  for  each  part  of  the  triad,  and 
the  need  for  mutual  communication  and  interaction. 

—  promote  integrity  and  accountability  in  the  delivery  of 
private,  vocational  training, 

~-  Streamline  the  Federal  financial  aid  delivery  system. 
The  Triad  Partnership  Need  Cor  Coordination 

The  partnership  —  the  triad  relationship  among  the  State, 
Federal,  and  peer  review  accreditation  —  can  only  succeed  if 
all  of  the  partners  are  involved  and  committed  to  the  same 
principles  and  letter  of  the  law. 

It  is  in  the  national  interest  for  the  Federal  government 
to  facilitate  coordination  among  the  various  partners  to 
maximize  the  use  of  State,  institutional,  and  private  resources 
and  efforts. 

It  is  essential  that  the  various  procedures  and  processes 
be  coordinated.  In  the  past,  delivery  and  monitoring  systems 
have  been  addressed  through  various  voluntary  actions,  rather 
than  through  a  strategic  and  focused  management  ox 
communication  and  results. 

Growth  in  numbers  and  in  motivation  of  school  owners  has 
created  confusion,  complexity,  and  duplication  of  efforts  that 
frustrate  all  involved. 

Existing  internal  and  external  procedures  among  and 
between  States,  and  accrediting  agencies,  as  well  as  the 
Department  of  Education  need  to  be  coordinated,  and  even 
regulated  with  consistency.  The  sequence  of  actions  and 
activities  of  the  various  sources  of  information  need  to  be 
effectively  and  efficiently  communicated  and  delegated.  For 
example,  an  accreditation  site  visit  has  no  normal  and 
reasonable  mechanism  to  gather  information  from  other  agencies, 
such  as  State  licensing  agencies,  or  the  Federal  program  review 
for  audits,  or  the  Veterans'  Administration.  For  reviewers  on 
one  site  visit  to  accurately  know  what  has  occurred  before 
sometimes  tak<**  a  detective.  The  process  of  accreditation  is 
based  on  the  premise  of  self -evaluation  and  peer  review.  It  is 
not  reasonable  to  expect  that  the  peer  reviewers  are  going  to 
know  the  exact  match  of  questions  to  determine  what  information 
other  agencies  might  have  asked  for  or  gathered. 
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I<egal  Constraints  Block  Accrediting  Role 

In  addition,  there  are  constraint*  for  legal  due  process 
protection  that  definitely  discourage  one  agency  from  freely 
providing  another  agency  with  infonttation  which  night  be 
considered  either  slanderous  or  libelous.  in  our  litiaious 
b*ho0v*s  }hm  dl« f«ring  agencies  to  maintain  a  low 
fl I  s 'm  m  no'  involved  in  any  procedure  unless  it  could 
be  defended  easily  in  court.  Somehow,  this  situation  needs  to 
be  improved .     There  needs  to  be  a  collective  recognition  that 

fTST*1,1"10"  ia  not  a  ri«htj  Lt  »*rned.    At  the  same 

time,  it  must  be  recognised  that  the  rules  for  accreditation 
cannot  change  irresponsibly.  Institutions  and  student 
consumers  have  a  right  to  professional  behavior. 

Fragmentation  of  Effort 

„„.  .W1?at  has  tended  to  happen  is  that  each  element  of  the 
triad  has  specialised  in  certain  aspects  which  have  seeminoly 
evolved  „  pert  of  its  purview,  without  any  public 
f t^l lad?88nt  ,  o£  this  procedure  or  recognition  of  how 
fragmented  a  situation  this  can  cause.  Three  approaches  by 
different  agencies  will  be  described  which  illustrate  the  lack 
of  any  one  organisation  being  able  to  «»e  the  total  picture. 

r^L?.XflfP  '  °?  a  *Cho°l  vi8it  fey  the  California  Student  Aid 
Commission,    owing  to  the  intensive  review  of  files,   flnd  the 

tZl  ftiBVXn%  °f  the  "udent8<  the  reviewer  did  not  have  time 
nor  the  mandate  to  review  any  class  in  session,  or  to  even  view 
the  facility.  On  an  accreditation  visit,  the  team  scent 
extensive  amount,  of  time  reviewing  the  facility  end  classes, 
?2;«JLnAe4^ieWi?9  student»  *nd  «tafff  but  did  not  gather  any 
o?  a  58Ce.nt  licen»in9  dispute,  or  a  withdrawal 

of  approval  from  the  Veterans*  Administration,  A  Federal 
program  review  will  thoroughly  look  at  the  financial  posture, 
but  may  not  know  that  the  text  materials  are  totally 
wnv«Pr?f r  ,11  £°r  th°  current  »tudent  population.  m  some 
USE!*..:    °f ten  appears  as  though  the  famous  camel  designed  by  a 

-h^s*^8  ?he  "od?1  for  the  triad  c°^eption  and  approach  to 
what  the  ideal  vocational,  or  post -secondary  school  will  be. 

In  addition,  the  recent  acknowledgment  of  the  triad 
concept  needs  to  be  regularly  re-evaluated  and  expanded 
Perhaps  the  concept  should  not  only  be  the  licensure  or 
authorization  from  the  State,  the  Federal  program  eligibility 
ex"p1noS  fo  i^u^T^  ac{c™di"tion  process,  but  should 
SSisiation  f£  ?5*  th*  Privata  Anders  and  guarantors. 
Legislation  should  enhance  coordination  among  the  overaioht 
entities  and  clearly  recognite  the  responsibilities  of  each. 
Failure  to  comply  with  established  and  approved  policies  and 

suflScIent,h,OUiH4r8"Ult  in  fundin*  and  ^Wlity  restrictions 
sufficient   to   discourage   abusive   practices   by  institutions 
agencies,  students,  or  other  recipients  of  Federal  funding! 
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Coordination  of  Resources 

There  is  a  need  for  better  coordination  of  resources  to 
improve  access  to  educational  opportunity .  The  Department 
should  focus  on  program  administration  rather  than  efforts  to 
determine  academic  quality  —  issues  which  have  been  delegated 
to  State  regulators  and  accrediting  agencies. 

The  focui  can  be  simplified.  Rather  than  trying  to  serve 
two  functions,  approving  accrediting  agencies  and  approving 
school  institutional  policies  which  are  already  regulated  by 
accrediting  agencies,  the  Federal  Department  of  Education  could 
concentrate  its  efforts  on  the  publication  of  relevant, 
accurate,  and  pertinent  facts,  such  as  the  cohort  default  rate 
The  Department  of  Education  could  concentrate  on  developing 
clear  criteria  so  that  the  accreditation  process  can  fulfill 
its  delegated  role. 

Recommendation  for  the  Rcle  and  Responsibility  for  the 
Accrediting  Agency 

The  accrediting  agency  is  the  appropriate  partner  to 
evaluate  and  determine  academic  quality,  and  integrity  of 
schools . 

It  is  recommended  that  accrediting  agencies  be  permitted 
to  establish  a  program  of  arbitration  to  eliminate  or  minimize 
the  exposure  to  frivolous  litigation  that  could  render  an 
agency  financially  insolvent  and  cause  needless  and  unnecessary 
delay  in  the  agency  enforcing  its  standards,  policies,  rules, 
and  procedures . 

—  Legally,  accreditation  should  not  be  declared  as 
property,  which  thereby  bars  the  agency  from  enforcing  its 
provisions  when  a  voluntary  reorganization  occurs  in  the 
bankruptcy  courts. 

~~  Criteria  must  be  developed  to  eliminate  the  abuse  from 
untimely  and  inappropriate  opening  of  branch  campuses. 
Institutions  should  be  prohibited  from  developing  branch 
campuses  which  do  not  offer  like  or  similar  programs  of  study 
as  the  main  campus.  For  example,  additional  or  different 
curricula  should  not  be  offered  during  the  first  two  years  of 
the  branch  operation. 

-~  Institutions  that  undergo  a  change  of  ownership  should 
be  prohibited  from  faranch  activity  for  a  minimum  period  of  two 
years,  which  is  the  procedure  necessary  to  begin  initial 
accreditation.  This  would  help  eliminate  the  business 
incentive  of  opening  a  branch. 

—  Schools  should  also  be  mandated  by  accrediting  agencies 
to  publish  graduation  and  employment  rates  of  graduates  prior 
to  applicants  completing  the  enrollment  process. 
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—  Substantive  criteria  must  be  developed  to  ensure  that 
all  programs  for  students  fulfill  a  defined  and  creditable 
employment  need.  Statistical  data  must  be  available  to 
demonstrate  an  adequate  employment  potential  for  the  graduate 
at  a  wage  comparable  to  the  tuition  investment. 

One  of  the  biggest  changes  has  been  the  dollar-value 
appeal  in  buying  a  school* »  accreditation,  by  purchasing  the 
school.  According  to  a  recent  bankruptcy  court  decision 
involving  accreditation  and  a  school,  accreditation  was  valued 
at  $150,000.  Many  changes  of  ownership  have  occurred  which 
violate  the  intent  of  the  two-year  accreditation  trial  period. 
Accreditation  then  does  not  have  the  same  consumer  protection 
process  as  it  once  did.  It  has  been  accepted  that  it  takes  two 
years  for  an  institution  to  prove  itself,  and  after  that  time, 
the  students  will  no  longer  have  to  be  guinea  pigs  for  the 
beginning  development  phase.  Vhen  the  intent  of  the  two  years 
of  continuous  successful  ope,  ion  is  ignored  by  permitting 
accreditation  to  remain  even  after  many,  small  approved  changes 
—  such  as  change  of  owner,  change  of  location,  change  of  size 
(several  new  branches},  and/or  change  of  curriculum  occur  — 
the  basic  consumer  protection  offered  by  the  two-year 
requirement  is  nullified  or  mitigated. 

Role  and  Responsibility  of  the  Accrediting  Agency  to  the 
Ability  of  Benefit  (ATB)  Student 

It  is  important  to  realize  the  elimination  of  the  ATB 
student  would  cause  economic  and  social  chaos.  Today,  the 
number  of  dropouts  is  close  to  1,000,000  annually.  It  has  been 
estimated  to  cost  almost  $25,000  per  year  to  provide  social 
services  to  those  who  are  high  school  dropouts,  vhe  national 
bill  could  be  $25  billion  dollars  (according  to  the  College 
Board,  1987).  Nationally,  more  is  paid  for  one  million 
dropouts  than  is  paid  for  student  aid  for  12  million 
post-secondary  students.  All  members  of  the  higher  education 
partnership  must  accept  reasonable  responsibility  and  adopt 
appropriate  steps  to  insure  that  this  population  is  effectively 
served . 

This  is  an  appropriate  function  which  State  and  Federal 
agencies  can  delegate  to  the  accrediting  agencies.  Accrediting 
agencies  are  in  a  unique  position  to  adopt  criteria  to  better 
serve  this  student. 

—  One  step  would  be  for  accrediting  agencies  to  require 
school  owners  to  demonstrate,  with  appropriate  documentation, 
its  retention,  graduati>n,  and  employment  rates  of  its  non-high 
school  graduates,  and  to  set  minimum  acceptable  graduation 
rates . 

—  Abuses  by  all  post-secondary  institutions  can  best  be 
curbed  and  eliminated  by  accrediting  agencies   in  cooperation 
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with  the  Federal  Department  of  Education  and  appropriate  Stat© 
agencies.  Thit  it  not  well  coordinated  now  by  all  agencies. 
School  owners,  ©angers,  and  employees  should  be  fully 
accountable  for  all  actions  and  should  be  prosecuted  to  the 
full  extent  possible  when  convicted  of  fraud  or  intentional 
misuse  of  student  aid  funds. 

Concluding  Remarks  to  Address  These  Problems 

The  biggest  problem  now  is  a  lack  of  cohesiven»ss  in  goals 
and  purposes.  The  second  problem  is  lack  of  structure  for 
communication  of  key  information.  The  first  step  is  to 
recognize  this  problem.  The  second  step  is  to  recognise  this 
problem.  The  second  step  is  learning  to  separate  the  desirable 
from  the  undesirable  without  losing  sight  of  the  goal.  The 
desirable  is  to  build  the  collective  brain,  education,  and 
employment  resource  of  our  country.  The  undesirable  is  abuse 
of  power  at  the  State,  Federal,  accrediting,  institutional,  and 
borrower  levels. 

I  believe  that  we  need  to  cooperate  at  all  levels,  in 
affirming  what  we  &mst  have,  and  Eliminating  vhat  is 
disruptive,  negative,  and  destructive.  It  takes  courage, 
foresight,  and  leadership  to  do  this.  I  support,  in  both 
personal  and  professional  ways,  this  responsibility, 
obligation,  and  vision. 

Thank  you  for  the  opportunity  to  testify. 

X  will  be  happy  to  answer  any  questions  you  may  h&ve. 
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HEARING  FOLLOW-UP  QUESTIONS 
SENATE  COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 

BY 

DR.    DEBORAH  D.   DE  VRIES 
PRESIDENT,  RESOURCES  DEVELOPMENT  ASSOCIATES 


1.  PRACTICES,  CHARACTERISTICS ,  AND  OWNERSHIP  OP 
PROPRIETARY  SCHOOLS  SEEM  TO  CHANGE  RAPIDLY.  DO  YOU 
THINK  THAT  ACCREDTING  AGENCIES  SHOULD  REVIEW  THEIR 
PROPRIETARY  SCHOOLS  ON  AN  ANNUAL  BASIS  IN  AN  ATTEMPT 
TO  MONITOR  THE  CHANGES? 

YES.  HOWEVER,  ACCREDITING  AGENCIES  CURRENTLY  DO 
REQUIRE  ANNUAL  REPORTS  *  PERHAPS,  THE  DETAIL  AND  RANGE 
OF  INFORMATION  REQUESTED  COULD  BE  AUGMENTED.  THEN, 
RANDOM  SPOT  VISITS  TO  VERIFY  ADDITIONAL  INFORMATION , 
OR  TO  VALIDATE  SPECIFIC  ITEMS  WHICH  ARE  RED- FLAGGED 
(IN  THE  ANNUAL  REPORT)  COULD  BE  COORDINATED .  IT  IS 
UNREASONABLE,  LOCI  STIC  ALLY  AND  MONETARILY  TO  VISIT  ALL 
SCHOOLS  ANNUALLY. 


2.  AS  THE  SYSTEM  IS  NOW,  DO  YOU  THINK  THERE  IS 
SUFFICIENT  CONTROL  OVER  THE  PROPRIETARY  INSTITUTION? 

NO.  IN  ADDITION ,  THERE  ARE  CONSTRAINTS  THAT  PROHIBIT 
ACCREDITING  AGENCIES  FROM  RE-ADJUSTING  CONTROL 
MECHANISMS     SIMPLY.  FOR     EXAMPLE,      DIFFERING  STATE 

REGULATIONS,  COURT  PRECEDENT  AND  EVEN  DOE  REGULATIONS 
BECOME  BUREAUCRATIC  WALLS  WHICH  ARE  DIFFICULT  TO 
■SURMOUNT .  I  BELIEVE  AS  I  STATED  IN  MY  TESTIMONY,  THAT 
ACCREDITING  AGENCIES  NEED  TO  BECOME  PRO-ACTIVE  IN 
DETERMINING  NEED  FOR  NEW  MEASURES. 

3.  BRANCHING  HAS  BEEN  CITED  AS  AN  AREA  THAT  PRESENTS 
DIFFICULTY  TO  ACCREDITING  AGENCIES.  DO  YOU  THINK  WE 
SHOULD  LIMIT  BRANCH  CAMPUSES  TO  A  SPECIFIC  DISTANCE 
FROM  THE  MAIN  SCHOOL  AND/OR  REQUIRE  THE  BRANCHES  TO 
TEACH  THE  SAME  TYPE  PROGRAMS  AS  THE  MAIN  CAMPUS? 

YES,  I  BELIEVE  THAT  BRANCHING  REGULATIONS  NEED  TO  BE 
REVISED.  I  BELIEVE  SOKE  COMBINATION  OF  CHANGES  (  SUCH 
AS  THE  ONES  I  SUGGESTED  IN  Mi  TESTIMONY)  NEED  TO  BE 
CONSISTENTLY  IMPLEMENTED.  ULTIMATELY,  I  BELIEVE  ALL 
BRANCHES  SHOULD  SEEK  TO  BECOME  FREE-STANDING 
ACCREDITATED     INSTITUTIONS.         IN    THIS    WAY,  BRANCHES 
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COULD  BEGIN  IN  A  PROTECTED  STATUS  WITH  APPROVAL,  BUT 
THEN  BE  REQUIRED  TO  PROVE  FULL  OPERATIONAL  SKILL  BY 
BECOMING  INDEPENDENTLY  ACCREDITED. 

4.  IS  XT  YOUR  IMPRESSION  THAT  MORE  PROPRIETARY 
SCHOOLS  TURN  BAD  AFTER  THSY  ARE  ACCREDITED,  RATHER 
THAN  THAT  BAD  SCHOOLS  MAKE  IT  THROUGH  THE  REVIEW 
PROCESS  UNDETECTED? 

YES ,  AS  I  HAVE  STATED  IN  NY  WRITTEN  AND  ORAL 
TESTIMONY ,  I  BELIEVE  THAT  POWER,  MONEY,  AND  LACK  OF 
CLARITY  OF  MISSION,  AMONG  OTHER  TRAITS,  CONTRIBUTE  TO 
A  NEGATIVE  CHANGE  IN  SCHOOLS  AFTER  ACCREDITATION. 

5.  DO  YOO  FIND  THAT  MOST  REVIEW  TEAMS  ARE  PREDISPOSED 
TO  ACCREDIT  SCHOOLS,  EVEN  WHEN  PROBLEMS  ARE  FOUND, 
BECAUSE  THEY  ASSUME  THE  SCHOOL  WILL  IMPROVE  WITH  TIME? 

NO  FIRST  I  WOULD  LIKE  TO  CORRECT  THE  IDEA  THAT  TEAMS 
ACCREDIT  A  SCHOOL.  THE  TEAM  IS  A  FACT  FINDING  BODY 
WHICH  SERVES  AS  THE  EYES  AND  EARS  FOR  THE  ACCREDITING 
SSbSKT  ACCREDITATION  IS  BASED  ON  ^-EVALUATION 
Sd  PEER  REVIEW  AS  A  PJHMISE.  THE  A^V  W 
MEMBERSHIP  IN  AN  ELITE  CLUB.  THE  TEAM  KEMl!fS 
WFW  KSMBERS  TO  BE  "UP  TO  THE  STANDARD."  THE  ANSWER 
ST  ^INTENT  OF  THIS  QUESTION ,  IS  THAT  I  DO  NOT 
MLIEVTS  THERE  IS  A  "GOOD  OLE  BOY"  REVIEW  PRACTICE  BY 
VISITING  TEAMS. 

«•         ™  TSS^'m'^cSSSSSr  ASSESS, 

VISITS? 

t     ot?t  t?W     THE     DOE     PLACES  MORE 
YES     AND     NO.  *^§S5    AC^CIES    THAN    THEY  ARE 

RESPONSIBILITY  ON  ACBC^D™llNG  TO  ACCEPT ,  AND  MORE 
PREPARED  AND  HAVE  BEEN CLEARLY  AGREED  UPON.  I 
IMPORTANTLY,  THAN  HAS  COMMUNICATION 
HAVE    EXPANDED    ON    ™»  OF    ^^ESTIMONV.  IN 

BETWEEN  AND  SS%JxSeWU  THE  DOE  OR  ACCREDITING 
SUMMARY,    I   ^N'T  [     ACTED     AS     TAXPAYER  OR 

AGENCIES  HAVE '  W»^gg I     ACTED  DETERMINED 

SNS^sSATCRlSlA  *SP  MET  AND 

ENFORCED- 
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7.  DO  ACCREDITING  AG 
PROVIDE,  OR  ARE  THESE 
RELIABLE? 


I  BELIEVE  THAT  TEAM  MEMBERS  VERIFY  CERTAIN  ASPECTS 
AND  BASED  ON  CONGRUENCE  WITH  THE  SELF-EVALUATION 
REPORT  INVESTIGATE  MORE  THOROUGHLY ,  OR  TEND  TO  REVIEW 
PRESENT  EVIDENCE  WITHOUT  GOING  THROUGH  EXTENSIVE 
REVIEW.  FOR  EXAMPLE,  IF  ONE  WERE  TO  CHECK  REFUND 
CHECKS ,  AND  LEDGER  CARDS  FOR  STUDENTS  AND  FIND  THEY 
WERE  IN  ORDER,  FINANCIAL  FILES  WERE  IN  ORDER,  AND 
COPIES  OF  STUDENT  REFUND  CHECKS  WERE  IN  ORDER,  A  TEAM 
MEMBER  WOULD  ASSUME  THAT  THE  REFUNDS  WERE  MADE 
ACCORDING  TO  PROCEDURES  PROVIDED  BY  THAT  EVIDENCE.  A 
CASE  THAT  I  RECALL,  HAD  ALL  OF  THIS  APPARENT  EVIDENCE 
THAT  ITEMS  WERE  IN  COMPLIANCE,  AND  YET  LATER  WE  FOUND 
OUT  THAT  EVERYTHING  HAD  BEEN  FORGED  AND  FAKED  FOR  THE 
TEAM.  I  BELIEVE  THAT  TH  ,  AVERAGE  REASONABLE  VISITING 
TEAM  IS  NOT  PREPARED  FOR  SUCH  GROSS  DISHONESTY . 

8.  IN  YOUR  EXPERIENCE,  HOW  WOTTU>  YOU  RATE  THE 
PERFORMANCE  OF  THE  DEPARTMENT  OF  EDUCATION  REGARDING 
ADMINISTRATION  OF  THE  TITLE  IV  PROGRAM? 

I  DO  NOT  BELIEVE  THAT  I  HAVE  THE  EXPERTISE  TO  EVALUATE 
THE  PERFORMANCE  OF  THE  DEPARTMENT  OF  EDUCATION .  I  DO 
KNOW  OF  INSTANCES  WHERE  EXTREMELY  DEDICATED  DOE 
INDIVIDUALS  HAVE  HELPED  SCHOOLS  CLARIFY  AND  UNDERSTAND 
THE  PROCESS .  I  ALSO  KNOW  Of  INSTANCES  WHERE  THE  DOE 
BUREAUCRATIC  PROCESS  CREATED  MAJOR  HEADACHES  AND 
UNNECESSARY  FRUSTRATION  FOR  SCHOOLS,  STUDENTS  AND  THE 
PUBLIC.  IF  YOU  ARE  ASKING  WHETHER  I  BELIEVE  THAT  THE 
DOE  HAS  THE  MECHANISMS  IN  PLACE  TO  THOROUGHLY , 
EFFICIENTLY,  AND  EFFECTIVELY  REGULATE  AND  POLICE  T.HE 
TITLE  IV  UTILIZATION  PROCESS,  MY  ANSWER  IS  NO,  THAT 
PROCESS  HAS  NOT  BEEN  EFFECTIVELY  DESIGNED  OR 
IMPLEMENTED. 


9.  SUBCOMMITTEE  STAFF  HAS  BEEN  TOLD  THAT  DUAL 
ACCREDITATION  IS  ONE  WAY  THAT  SCHOOLS  PROTECT 
THEMSELVES  AGAINST  RAVING  THE  TITLE  IV  MONEY  TAP 
TURNED  OFF  ♦  WHY  WOULD  A  SCHOOL  SEEK  INS  I  TOT  I ONAL 
ACCREDITATION  BY  TWO  NATIONAL  AGENCIES? 
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DUAL  ACCREDITATION  MAY  HAVE  ONE  MOTIVATOR  TO  SERVE  AS 
A  DOUBLE  FULFILLMENT  OF  THE  NECESSITY  OF  HAVING 
ACCREDTITATI ON  IN  ORDER  TO  BE  ELIGIBLE  TO  DISBURSE 
•"*"LIV  FUNDS;  HOWEVER,  THERE  ARE  OTHER  REASONS  WHY 
A  PROGRAM  MAY  SEEK  DUAL  ACCREDITATION .  FOR  EXAMPLE  A 
SSSr^l. BE  ^CREDITED  BY  AN  AGENCY  SaT  ONLy" 
ACCREDITS  SPECIFIC  PROGRAMS,  AND  ACCREDITATION  BY  AN 
AGENCY  THAT  ACCREDITS  INSTITUTIONALLY  MAY  BE 
APPROPRIATE  TO  SERVE  THE  STUDENTS  WITH  POTENTIAL 
ELIGIBILITY  FOR  TITLE  IV  FUNDS ,  IF  THE  SCHOOL  EXPANDS 
ITS  INITIAL  CURRICULAR  OFFERINGS.  ADDITIONALLY ,  IN 
THE  SAME  WAY  THAT  SOME  BUSINESSES  ARE  MEMBERS  OF  THE 
JAYCEES,  THE  LIONS  AND  THE  ROTARY ,  THE  INHERENT  GROWTH 
AND  DEVELOPMENT  PROVIDED  BY  SELF-EVALUATION  AND 
OUTSIDE  PEER  REVIEW  IS  A  TOOL  FOR  MANAGEMENT,  AND  A 
OUTWARD  SYMBOL  OF  QUALITY  WHICH  SOME  SCHOOLS  DETERMINE 
TO  BE  IN  THEIR  BEST  INTERESTS.  THERE  ARE  SCHOOLS  WHICH 
SEEK  ACCREDITATION  WITH  NO  INTENT  TO  GAIN  ELIGIBILITY 
FOR  TITLE  IV  DISBURSEMENT. 

10.  BASED  ON  YOUR  EXPERIENCE,  HOW  MANY  •♦BAD" 
ACCREDITED  SCHOOLS  ARE  THERE?  ARE  THERE  SIMPLY  THE 
PROVERBIAL  PEW  BAD  APPLES  THAT  PROPRIETARY  SCHOOL 
INDUSTRY  INTERESTS  ASSERT,  OR  ARE  THERE  MORE? 

THIS  IS  A  VERY  SUBJECTIVE  QUESTION,  AND  MY  ANSWER  IS 
NECESSARILY  BASED  ON  MY  DEFINITION  OF  "BAD".  I  BELIEVE 
THAT  THERE  IS  A  BELL  CURVE  OF  SCHOOLS  WITH  THE 
MAJORITY  DOING  THE  MAJORITY  OP  THINGS  CORRECTLY,  IN 
SERVING  THE  CONSUMER.  I  BELIEVE  THAT  THERE  ARE  SOME 
EXCELLENT  SCHOOLS  WHICH  SHOULD  BE  TOUTED  AS  MODELS  OF 
EXCELLENCE,  AND  I  BELIEVE  ABOUT  THE  SAME  PROPORTION  OF 
SCHOOLS  ARE  CORRUPT,  WITH  THE  PRIMARY  INTENT  TO  SCAM 
AND  TO  MAKE  MONEY  AT  THE  TAXPAYER  AND  STUDENT'S 
EXPENSE.  I  BELIEVE  THAT  THE  MOST  TELLING  DESCRIPTION 
?S  THAT  THE  SCHOOLS  WHICH  ARE  DESCRIBED  AS  "BAD"  HAVE 
BECOME  BUSINESSES  RATHER  THAN  EDUCATORS.  IRONICALLY, 
THFttF  ARE  MANY  BAP  BUSINESSES  THAT  SUCCEED,  ANB 
KfORE  SERVE  AS  REVERSE  MODELS  FOR  SOME  OF  THESE 
"BAD11  SCHOOL  OWNERS. 

11  SINCE     THEY     ARE     NOT     GOVERNMENT     AGENCIES , 

ACCREDITING  AGENCIES  ARE  NOT  SUBJECT  TO  FEDERAL 
rvwSrjCT  -OF- INTEREST  LIMITATIONS .  IN  YOUR 
£2St£ceS  HAVE  YOU  SEEN  INSTANCES  WHICH  SUGGESTED 
C^SS-O^IiSsT    PROBLEMS     IN     THE  ACCREDITATION 

PROCESS? 

YES  I  HAVE  DESCRIBED  THIS  IN  DETAIL  IN  MY  TESTIMONY. 
it  t  ^vrcn  THERE  I  BELIEVE  THERE  IS  A  NEED  TO 
PROVIDE  ^UbVc^ROTECTION  W^ICH  DESCRIBES  FOR^HE 
CONSUMER     WHAT     TO     DO     WHEN     CONFLICT     OF  INTEREST 
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(REQUESTING  BRIBES  ETC)    ISSUES  APPEAR  TO  BE  OCCURING. 


»i^,™^,WE  ™  HKARD  THAT  SITE  EXAMINATIONS  BY 
ACCREDITING  AGENCIES  ARE  OFTEN  INEFFECTIVE  IN  CATCHING 
BAD  SCHOOLS .     DO  YOU  AGREE?     IP  SO,  WHY? 

AS  YOU'VE  READ  IN  MY  TESTIMONY,  AND  AS  I  ANSWERED  IN 
QUESTION  NUMBER  7,  I  BELIEVE  THAT  THERE  ARE  SEVERAL 
DIFFERENT  ISSUES  IN  THIS  PROBLEM  ♦  YES ,  I  DO  AGREE 
THAT  SOME  SITE  EXAMINATIONS  CAM  BE  INEFFECTIVE  IN 
CATCHING  BAD  SCHOOLS.  WITHOUT  REPEATING  EVERYTHING 
ALREADY  STATED,  I  BELIEVE  THAT  THE  ISSUE  REVOLVES 
AROUND  THE  PREMISE  OF  ACCREDITATION  WHICH  STATES  THAT 
A  SCHOOL  VOLUNTEERS  TO  GO  THROUGH  THE  REVIEW  PROCESS 
STATING  THAT  THROUGH  SELF-EVALUATION  IT  BELIEVES  THAT 
IT  COMPLIES  WITH  THE  ACCREDITATION  STANDARDS ,  IF  A 
SCHOOL  DELIBERATELY  WANTS  TO  LIE  AND  CHEAT,  THE 
ACCREDITATION  TEAM  MEMBERS  ARE  NOT  APPROPRIATELY 
TRAINED  BY  THE  F.B-I.  TO  SEATCH  FOR  DISHONESTY.  THE 
NORMAL  PROCESS  IS  DESIGNED  TO  BE  PEER  REVIEW  TO  VERIFY 
WHAT  A  SCHOOL  SAYS  IT  IS  DOING,  CAN  BE  VALIDATED. 
DISHONEST  INDIVIDUALS  MAY  GO  TO  GREAT  LENGTHS  TO 
CHEAT. 

13  IN  YOUR  EXPERIENCE ,  HOW  DO  ACCREDITING  AGENCIES 
VIEW  THEIR  FUNCTION?  DO  THEY  CONSIDER  THEMSELVES 
RESPONSIBLE  FOR  SAFEGUARDING  AGAINST  FRAUD  OR  ABUSE  IN 
STUDENT  LOAN  PROGRAMS?  OR  DO  THEY  VIEW  THEMSELVES 
MORS  AS  AN  ADVOCATE  FOR  THEIR  MEMBER  SCHOOLS? 

I  BELIEVE  THAT  ACCREDITING  AGENCIES  DO  NOT  SEE  THESE 
ITEMS  AS  BEING  MUTUALLY  EXCLUSIVE.  I  BELIEVE  THAT 
MOST  ACCREDITING  AGENCIES  SEE  THEIR  FUNCTION  TO  BE  TO 
XS  IMPROVE  THE  QUALITY  OF  EDUCATION ,  AND  TO  SERVE  AS 
STUDENT  ADVOCATES ,  IN  ASSURING  THAT  THE  COMPETENCE  AND 
QUALITY  OF  EDUCATIONAL  TRAINING  IS  CONSISTENT  AND 
HffiDICTABLE.  SPECIFICALLY,  THE  SAFEGUARDING  AGAINST 
fX  AND  ABUSE  HAS  NEVER  BEEN  CLEARLY  DEFINED.  AS  I 
HAVE  STATED  EARLIER,  I  BELIEVE  THE  LACK  OF  DEFINITION 
AND^ CRITERIA  FOR  WHAT  THIS 

OF  THE  CONFUSING  AND  FRUSTRATING  CONCERNS  WICH  EXIST 
SLv?  THE  DEPARTMENT  OF  EDUCATION  HAS  SEEN  THAT  THE 
SdItS?  3355  FUNCTION   IS   TO   POLICE   THE  TITLE 

tS  Distribution,  while  the  accrediting  agencies  see 

THE  FUNCTION  ^TO  S?RE  AND  MONITOR  TO  INSURE  THAT 
£?M«u#XfcT     RfiRTlTTV    IS    MAINTAINED.        THESE  DIFFERING 

NOT  CONGRUENT  IN  DEFININO  FRAUD  AND  ABDSE;  AN 
ACCREDITING     AGENCY,     FOR     EXAMPU5,     CAN     VERIF.  THAT 
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FINANCIAL  PROCEDURES  ARE  CONSISTENT,  AND  MEET  THE 
ACCREDITING  STANDARDS,  AND  NOT  PERFORM  ANY  OR  ALL  OF 
THE  DETAIL  OP  A  FEDERAL  PROGRAM  REVIEW  AUDIT,  WHICH 
MAY  CHECK  ALL  STUDENT  FINANCIAL  AID  FILES  TO  VERIFY 
MINUTE,  DETAILED  INTERNAL  CONSISTENCY  OF  STUDENT 
FILES*  FOR  EXAMPLE,  A  PROGRAM  AUDIT  KAY  TAKE  4  DAYS , 
AND  AN  ENTIRE  ACCREDITATION  VISIT,  MAY  BE  COMPLETED  IN 
2  DAYS  * 

IN  RESPONSE  TO  THE  SECON©  PART  OF  THE  QUESTION , YES ,  IN 
ADDITION,  THE  ACCREDITING  AGENCIES  REPRESENT  THE  NEEDS 
AND  CONCERNS  OF  THEIR  MEMBERS ,  AND  CONSEQUENTLY,  THEIR 
MEMBERS'  STUDENTS. 


14.  IN  YOUR  EXPERIENCE,  IS  IT  COHHON  FOR  ACCREDITING 
AGENCY  DIRECTORS  OR  BOARD  MEMBERS  ALSO  TO  BE 
PROPRIETARY  SCHOOLS  OWNERS?  DOES  THAT  CREATE  A 
POTENTIAL  CONFLICT  OF  INTEREST?  HAVE  ACCREDITING 
AGENCIES  ADOPTED  ANY  EHTICAL  STANDARDS  TO  PREVENT 
POTENTIAL  CONFLICTS  IN  THOSE  SITUATIONS? 


YES,  IT  IS  COMMON  FOR  BOARD  MEMBERS  TO  BE  PROPRIETARY 
SCHOOL  OWNERS,  OR  REPRESENTATIVES  OF  PROPRIETARY 
SCHOOLS.  IN  FACT,  THE  ACCET  BOARD  OF  TRUSTEES  MEMBERS 
flVS?  HAVE  SUCH  A  RELATIONSHIP  #  THE  ACCREDITING  AGENCY 
BOARD  OF  TRUSTEES  REPRESENTS  PEER  REVIEW.  THE 
ACCREDITING  COMMISSION  IS  COMPOSED  OF  4  PUBLIC 
MEMBERS,  NOT  ASSOCIATED  WITH  ANY  ACCET  ACCREDITED 
SCHOOL,  AND  5  MEMBER  REPRESENTATIVES  ALL  OF  WHOM  ARE 
APPROVED  BY  THE  BOARD  OF  TRUSTEES .  I  BELIEVE  THAT  THE 
PREMISE  OF  ACCREDITATION  SHOULD  BE  RESTATED  IN  ORDER 
TO  AVOID  THE  MISPERCEPTION  INHERENT  IN  THIS  QUESTION 
OF  CONFLICT  OF  INTEREST.  THE  ACCREDITATION  PROCESS  IS 
A  VOLUilTARY  PROCESS  BASED  PRIMARILY  ON  SELF- 
EVALUATION,  WITH  THE  OBJECTIVE  CONFIRMATION  OF  SELF- 
FINDINGS,  BY  AN  OUTSIDE  VISITING  TEAM,  AND  FINAL 
REVIEW  BY  THE  COMMISSION.  IT  SHOULD  BE  NOTED,  THAT 
THE  ENTIRE  PREMISE  OF  THE  BOARD,  AND  THE  COMMISSION 
IS  HONORABLE,  SELF-REGULATION .  (  THE  COMMISSION,  HAS  A 
STANDING  PROCEDURE  THAT  IF  A  SCHOOL  OWNER  IS  IN 
COMPETITION  WITH  A  SCHOOL  TO  BE  REVIEWED,  OR  IS  IN  A 
PERCEIVED  COMPETITIVE  ROLE,  OR  WAS  ON  THE  VISITING 
TEAM,  THAT  COMMISSIONER  DOES  NOT  PARTICIPATE  IN  THE 
DECISION  MAKING  PROCESS • ) 

YES,  IT  IS  POSSIBLE  TO  HAVE  A  POTENTIAL  CONFLICT  OF 
INTEREST*  IN  THAT  SENSE  THE  ENTIRE  ACCREDITATION 
PROCESS,  INCLUDING  AGENCIES  BEING  SUPPORTED  BY 
SUSTAINING  FEES  REPRESENT  THIS  SAME  POTENTIAL. 
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IBE  A^r/rS?  SSSf^8'  WA£  TARRY  K)DDS  A  MEMBER  OP 
SSL*  ^  £2?  i2£*2*  ACCKT-ACCREDITKD   SCHOOL  IN 

STrs.a"  3KMS 

VES,    I   BELIEVE  THAT   LARRY   DODDS   WAS   A  MEMfcKU   r>v  nm* 

^^»x«mSPHJ"«J?!?  ^™  school 

Ar  THE  TIME  WHEN  HE  WAS   PRESIDENT  OF  ACCET  tht4^»S 
NOT   A    VIOLATION    OF    ANY    SPECIFIC   ACCCT OR  »S5» 

PERCE/vXD^If  K^rT0™'  It'oSZd*  BE 

PERCEIVED     AS     BEING     A    CONFLICT    OF     INTEREST  WMkw 

MEMBERS   OF   THE   BOARD   OF   TRUSTEES    WEREMADE  AWARJ^OF 

™^  ACTIVITY    HE    WAS    REQUESTED    TO    RESIGN  FROMTHIS 

16.  ARE  YOD  AWARE  OP  INSTANCES  WHERE  LARRY  DODDS 
PRESIDENT  OF  ACCET,  FAILED  TO  IMPLEMENT  DECISIONS 
REACHED  BY  THE  ACCREDITING  COMMISSION  AND  SUBMITTED 
SITE  EXAMINATION  REPORTS  TO  THE  COMCCSSIQN  THAT  DID 
NOT  FULLY  REFLECT  EVENTS  THAT.  HAD  TAKEN  PLACE  IN  THEIR 
PREPARATION?  IF  SO,  DO  YOD  KNOW  WHY  DODDS  WOULD  TAKE 
SUCH  ACTIONS? 

YES.  I  DO  NOT  KNOW  WHY  SUCH  ACTIONS  WOULD  TAKE  PLACE. 
IN  TWO  INSTANCES  I  RECALL  THAT  THE  RESPONSE  TO  HOW 
THIS  HAPPENED  WAS  THAT  IT  WAS  A  CLERICAL  ERROR,  IN 
TYPING  AN  INCORRECT  TEAM  ROSTER ,  AND  IN  MIS-READING 
THE  ACTION  OF  THE  ACCREDITING  COMMISSION. 

17  I  UNDERSTAND  THAT  YOU  WERE  A  TEAM  MEMBER  ON  THE 
SITE  VISIT  TO THE  CULINARY  SCHOOL  OF  WASHINGTON. 
DURING  THAT  R^IEW,  DID  IT  COME  TO  YOUR  ™™ 
rntrv  SCHOOL  WAS  OR  HAD  BEEN  ACCREDITED  BY  NATTS?  IF 
™  v2£f  THAT  NATTS  WAS  DISCONTINUING  THE  SCHOOL'S 
2S«£x»™  DID  YOU  BECOME  SUSPICIOUS  OF  PROBLEMS 
AT^HE  ISoOL?     WHAT  DID  YOU  DJ>  WITH  THIS  INFORMATION? 

VPS  I  WAS  ON  THE  REVIEW  IN  1985  TO  THE  CULINARY 
Xt  Vf   Z     BEST    OF    MY    RECOLLECTION,     THE  ONLY 

SCHOOL.     TO    T^  HAD  W-Vc    THAT   THE   SCHOOL  WAS 

KNOWLEDGE    THAT  THE  TEAM i   HAP  WAS   TWU  PLANNED  ON 

SEEKING  DUAL  ACCREDITATION ,  BE CAUSE  ^  ^ 
OFFERING  SHORT  TERM  J™**™*  A*  f  WITHIN  THE  SCOPE  OF 
THAT  SUCH   PROGRAMS   WOULD  NOT  FIT  HAD    HAD  A 

NATTS.     I     DID    NSn.J^TT?^R  ANY   OTHER  AGENCY.  THAT 
NEGATIVE  REVIEW  *m  NATTS  OR  AN Y  O IK-  ^ 
INFORMATION  WAS  NOT  AVAILAu-aJS  TO  Ttife 
THE  SCHOOL  OR  THE  OTHER  AGENCIES. 

XN  RESPONSE  TO  THE  IMPLIED  STATEMENT  BY  STAFF  THAT  THE 
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Zll  TrJ?kS   N0T  k  ONE,    I  WOULD  LIKE  TO  SUGGEST 

THE  POSSIBILITY  THAT  IF  THE  SCHOOL  KNEW  PARTICULAR 
AREAS  WERE  WEAK,  AS  CITED  BY  OTHER  VISITORS,  AND  THE 
OFFICIAL  FACTUAL  REVIEW  RESULT  WAS  NOT  VET  COMPLETED 
THE  SCHOOL  COULD  HAVE  SIMPLY  CONCENTRATED  ON  IMPROVING 
THOSE  PARTICULAR  AREAS  (PERHAPS  MASKING) , '  AND  NOT  BE 
OFFICIALLY  OBLIGATED  TO  SHARE  THE  TENTATIVE  RESULTS  OF 
OTHER  VISITS  WITH  THE  VISITING  TEAM  OF  ACCET. 

IN  ADDITION,  SOME  OF  THE  SPECIFIC  FINDINGS ,  MIGHT  NOT 
HAVE  BEEN  STANDARDS  OF  AcCET ,  YET  MAY  HAVE  BEEN 
CONCERNS  OF  ANOTHER  AGENCIES.  FOR  EXAMPLE,  NATTS  HAS 
A  REQUIREMENT  FOR  A  LIBRARY.  ACCET ' S  REQUIREMENT  IS 
FOR  EVIDENCE  OF  RELATIONSHIPS  WITHIN  THE  FIELD,  TO 
VERIFY  THAT  THE  PROGRAM  DOESN'T  OPERATE  IN  A  VACUUM. 
SO  THEREFORE ,  IF  THE  NATTS  REPORT  CITED  A  LACK  OF 
LIBRARY  FACILITIES,  THERE  WOULD  NOT  NECESSARILY  BE 
SUCH  FINDING  BY  THE  ACCET  TEAM. 

I    DID    NOT    KNOW    THAT    NATTS    WAS    DISCONTINUING  THE 
SCHOOL'S   ACCREDITATION,       IN   FACT,    TO   THE   BEST   OF  MY 
RECOLLECTION,        I       NEVER       KNEW       THAT       THE  NATTS 
ACCREDITATION  WAS  REMOVED  UNDER  LESS  THAN  DESIRABLE 
CIRCUMSTANCES.       WHAT   I    BELIEVE   IS    EVIDENT   HERE   IS  A 
LACK  OF   SYSTEM,    AND  A   LACK  OF  RAPPORT  AMONG  AGENCIES 
TO   SHARE   THIS    INFORMATION.    IN   FACT,    IT    IS  POSSIBLE, 
THAT     ONE     AGENCY     WITHDRAWING     ACCREDITATION,  MIGHT 
BELIEVE  THAT  KEEPING  THIS    INFORMATION  PRIVILEGED  IS  A 
WAY  OF  PROVING  ITS  SUPERIORITY,  TO  MAKE  THAT  DECISION, 
AND   SEE    HOW   LONG    IT  MAY   TAKE  ANOTHER  AGENCY   TO  FIND 
OUT     THE     SAME     INFORMATION.      I      BELIEVE     THAT  THIS 
PROCEDURE     HAS     IMPROVED     SINCE     THIS     TIME     IN  1985. 
SPECIFIC    FORMS    TO    SHARE    INFORMATION    ARE  CIRCULATED 
AMONG       ACCREDITING       AGENCIES       WHEN       SCHOOLS  ARE 
KcmS       IN     ADDITION,      I     ™™     ™*J     ™*  *^ 
APPLICATION  ASKS  A  SERIES   OF  QUESTIONS  ABOUT  ANY  SITE 
REVIEWS        PROGRAM      REVIEWS      OR      POTENTIAL  NEGATIVE 
fIS^NGS  BYP  STAT?,    FEDERAL  OR  OTHER  AGENCIES,   SO  THAT 
THE     ANSWERS     OBLIGATE     THE     SCHOOL     TO     SHARE  THIS 
INFORMATION. 

18  WERE  YOU  AWARE  OP  A  PERSONAL  RELATIONSHIP  BETWEEN 
THE  S  PRESIDENT,   ^Y  DC^AND  THE  OWNER L  « >  ™ 

KIBARIAMS  AT  THE  SCHOOL? 

urt     „  K.OT  AWARE  0F  A  PERSONAL  RELATIONSHIP  BETWEEN 

WASHIKOTON.  ^  HAS  AWARE  IBAT^SHE  WORKED   FOR  W 

KIBARIANS . 
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J£»   *  N°T  AWARE  OF  SUCH  A  PROPOSAL.     IN  THE  COURSE 

OF  THIS  SENATE  REVIEW  I  HEARD  OF  THIS  ARRANGEMENT,  AND 
SAW  A  LETTER  PRESENTING  THIS  PROPOSAL.  I  UNDERSTAND 
THAT  THIS  COULD  BE  PERCEIVED  AS  AN  IMPROPRIETY.  I  ALSO 
UNDERSTAND  THAT  THIS  COULD  BE  A  LEGITIMATE  RESPONSE  TO 
A  NEED  VOICED  BY  ACCET  AT  THE  ANNUAL  CONVENTION  TO 
CONDUCT  FUNDS  FOR  SAFE-GUARDING.  NO,  THIS  WAS  NOT  A 
NORMAL  ARRANGEMENT  BETWEEN  A  SCHOOL  AND  ACCET. 
HOWEVER,  THERE  WERE  OTHER  EXAMPLES  OF  SCHOOLS  DONATING 
OFFICE  EQUIPMENT  AND  SUPPLIES.  IN  ADDITION,  SCHOOLS 
WOULD  SPONSOR  AN  EVENT  AT  CONFERENCES  AND  WORKSHOPS. 
IN  ITSELF,  I  DO  NOT  BELIEVE  THAT  THIS  IS  AN 
IMPROPRIETY.  PERHAPS ,  A  SOLUTION  WOULD  BE  TO  FORMALLY 
HAVE  ANY  DONATOR  SIGN  A  STATEMENT  THAT  NO  POTENTIAL 
OBLIGATION  BY  ACCET  IS  IMPLIED  OR  INFERRED. 

20.  ARE  YOU  FAMILIAR  WITH  THE  NAME  JOAN  DUVAL?  IS 
THIS  A  FORMER  EMPLOYEE  OF  THE  DEPARTMENT  OF  EDUCATION? 
ARE  YOU  AWARE  OF  DR.  DODOS  ACTING  ON  BEHALF  OF  THE 
CULINARY  SCHOOL  REGARD INC  DEPAKKKNT  OF  EDUCATION 
INQUIRIES  AND  CRITICISM  OF  THE  SCHOOL? 

I  RECOGNIZE  THE  NAME  JOAN  DUVAL,  AS  BEING  THAT  OF  AN 
EMPLOYEE  OF  THE  DEPARTMENT  OF  EDUCATION  -  I  AM  NOT 
AWARE,  AND  I  DO  NOT  REMEMBER  ANY  SPECIFIC  INTERACTIONS 
BETWEEN  JOAN  DUVAL  AND  DR.  DODPS. 
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TESTIMONY  BEFORE  THE  PERMANENT  SUBCOMMITTEE 
OH  INVESTIGATIONS 

Presented  by: 
Jan  V,  Friedhcim 
Chairman  of  the  Board 
Executive  Secretarial  School 
4349  Greenville  Avenue 
Dallas,  TX  75206 

Thank  you  for  inviting  me  to  appear  before  the  Subcommittee 
that  is  examining  the  U.S.  Department  of  Education's  student  aid 
program. 
BACKGROUND 

X  represent  a  private,  for-profit,  tax  paying,  postsecondary 
secretarial  school  that  I  founded  in  1960.  Our  student  body  is 
primarily  female,  and  we  train  approximately  600  students  a  year 
for  office-support  positions  in  Texas.  The  programs  are  12  to  14 
months  in  length  and  range  from  Executive  Secretarial,  Legal 
Secretarial  to  Paralegal. 

The  institution  was  first  accredited  in  1968  by  the 
Association  of  Independent  Colleges  and  Schools  (AICS) .  In  1076 
we  also  became  the  first  proprietary  school  to  be  accredited  by  the 
Southern  Association  of  Colleges  and  Schools  (SACS) ,  Commission  on 
Occupational  Education  Institutions  (C0£I). 

The  students  attending  our  institution  are  dependent  on  grants 
and  loans  as  are  all  students  today  in  postsecondary  education. 
The  institution  disburses  campus-based  perkins  Loans  and  in  this 
program  has  a  S  percent  default  rate.  The  Stafford  and  SLS  default 
rate  according  to  the  Texas  Guarantee  Loan  Agency  is  15  percent 
with  over  $5,000,000  currently  in  repayment.     The  federal  cohort 
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default  rate,  however,  is  20  percent,  which  is  up  from  11  percent 
last  year* 

ACCREDITATION  KNOWLEDGE 

From  1974  through  1979 ,  l  served  as  a  member  of  the  AICS 
Accrediting  Commission,  acting  as  chairman  in  1978.  From  1980 
through  1983,  I  served  that  organisation  as  Chairman-Elect, 
Chairman,  and  Past  Chairman  of  the  Board  of  Directors.  These 
positions  entitled  me  to  firsthand  knowledge  0f  the  accrediting 
activities  from  a  policy  standpoint.  in  addition,  from  1981 
through  1985,  I  served  as  a  member  of  the  SACS  Board  of  Trustees 
and,  as  such,  participated  as  an  observer  of  the  COEI  Accrediting 
Commission  of  SACS.  From  1974  to  the  present,  I  have  served  as  an 
active  team  member  and  team  leader  for  evaluation  visits  for  both 
AICS  and  SACS.  During  this  period  I  presented  numerous  workshops 
on  how  to  conduct  evaluation  visits,  write  reports,  and  administer 
standards  of  both  accrediting  bodies. 

During   the    30   years   that   I   have  owned   a  school,    I  have 

observed  the  development   of   state  regulations  and   licensing  in 

Texas.     1  have  also  served  the  state  as  the  vice  Chairman  of  our 

Vocational/Technical  Advisory  Committee. 

From   1981  through   1983,    1   served  as   a  member  of   the  U.S. 

Department     of     Education's     National     Advisory     Committee  on 

Accreditation    and    Institutional    Eligibility    Committee,  being 

appointed  by  both  President  Carter  and  Reagan. 

The    views    I    offer    to    your    Committee    are    based    on  an 

appreciation  for  the  interests  of  students,  a  concern  for  quality 
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education  as  an  owner  of  an  institution,  a  series  of  observations 
from  working  on  evaluation  visits  for  more  than  one  accrediting 
commission,  participating  in  the  decision-making  process  as  an 
elected/and  appointed  accreditation  commissioner  and  my  service  on 
the  Secretary's  National  Advisory  Committee. 
ACCREDITING  COMMISSIONS 

Strengths:  The  real  strength  in  the  decision-making  process 
by  both  AICS  and  COEI  Accrediting  commissions  has  come  from  the 
input  of  insiders— not  the  outsiders  or  public  members.  I  realize 
that  many  people  are  concerned  that  insiders  are  part  of  &o»e  "good 
ole  boys  network,"  but  I  feel  strongly  that  this  is  a  serious 
misconception.  The  so-called  "good  ole  boys"  do  have  a  vested 
interest  in  the  outcomes  of  accrediting  decisions.  This  vested 
interest  means  that  they  recognize  "bad"  schools  and  realize  how 
"bad"  schools  hurt  everyone.  Insiders  react  to  these  situations 
with  a  toughness  that  is  vital  in  the  process.  On  the  other  hand, 
the  outsiders  I  have  observed  are  far  more  liberal  and  forgiving. 
They  frequently  want  to  give  the  school  another  chance,  thus 
prolonging  abuses.  The  real  value  of  outsiders  serving  on 
accrediting  commissions  is  their  fresh  perspective  on  policy 
issues,  not  their  ability  to  evaluate  an  institution.  In  fact,  I 
have  always  been  extremely  concerned  when  a  public  member  reviewed 
a  school  file  because  no  matter  how  much  training  or  how  dedicated 
that  individual  might  be,  he/she  simply  has  no  base  from  which  to 
draw  conclusions.  It  is  for  that  reason  that  AICS  insists  that 
more  than  one  individual  review  a  file  before  decisions  are  made. 
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In  the  case  of  COZX,  more  than  one  person  will  review  a  tils; 
however,  both  may  be  from  outside  the  expertise  needed  to 
effectively  evaluate  the  data.  I  feci  to  maintain  the  true 
integrity  of  the  accrediting  process  both  ins'<iers  and  outsiders 
are  needed  for  balance. 

Weakness:     Evaluation  teams  vary  widely  in  their  ability  to 
report  effectively  during  a  site  visit.     The  initial  accrediting 
visit  by  COEI,  which  was  the  first  visit  of  a  proprietary  school 
by  that  Commission,  was  of  grave  concern  to  me.    At  that  time  they 
had  neither  the  standards  nor  the  trained  team  members  to  properly 
evaluate  my  school.    The  gentleman  assigned  to  determine  financial 
stability,  a  section  that  had  required  little  or  no  expertise  since 
COEI  had  been  only  evaluating  public  institutions,  was  pus  r.  led  by 
our  operating  statements  and  balance  sheet.     Finally,   he  said  to 
me,  "Well,  I've  never  seen  one  of  these  except  in  a  textbook.  'Jan 
you  tell  me  is  this  a  good  statement?"    Later  at  the  annual  meeting 
of  SACS  when  our  accreditation  was  affirmed,  another  institution 
(proprietary)   that  had  also  been  accredited  at  that  meeting  and  I 
went  to  the  Executive  Director  of  SACS  and  expressed  our  concern 
about  the  lack  of  e" pertise  and  standards  for  proprietary  schools. 
We  further  explained  that  COEI  had  to  address  these  issues  quickly 
or  be  in  a  very  embarrassing  position  of  accepting  institutions 
that  did  not  meet  minimum  standards*     We  offered  to  serve  in  any 
way  possible.     Our  offer  was  not  accepted.     COEI  did  begin  to  add 
a  proprietary  team  member  to  each  visitation   team  immediately. 
However,    it  was  years  before  COEI   recognized  there  were  problems 
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in  the  standards. 

The  Hey  to  good  evaluation  visits  is  training.  Every 
accrediting  commission  should  have  training  standards  for  team 
leaders  and  for  team  members.  Workshops  and,  perhaps, 
certification  should  be  required  for  team  leaders.  Updating  the 
team  leaders  in  changing  policies  is  essential.  Equally  important 
in  the  evaluation  visit  to  provide  consistency  is  a  qualified  staff 
person,  AXCS  has  a  staff  person  on  each  visit  to  insure  uniformity 
in  applying  the  standards.  COEI  rarely  has  a  staff  person,  leaving 
the  responsibility  of  consistency  to  the  team  leader. 

Another  weakness  in  the  process  is  that  today  accrediting 
commissions  are  no  longer  focused  on  their  ultimate  mission:  To 
insure  that  institutions  meet  minimum  standards  of  quality.  I  have 
seen  the  focus  change  dramatically  in  the  last  15  years  from 
quality  education  and  outcomes,  to  enforcement  of  state  and  federal 
regulations.  Frankly,  this  trend  serves  neither  the  state  nor  the 
federal  regulators  because  accrediting  commissions  cannot  revoke 
federal  funds  nor  revoke  licenses  to  operate.  Instead  by  enforcing 
accrediting  standards  and  procedures,  they  pursue  a  long  process 
designed  to  improve  quality,  not  enforce  regulations.  Due  process 
entails  a  lengthy  period  of  show  cause  and  response  which  is  not 
designed  for  sudden  eliminations  of  accredited  status.  This  is 
often  viewed  as  an  unwillingness  of  the  commission  to  act 
responsibly  to  protect  federal  dollars  but  this  is  not  the  case  nor 
is  it  the  mission  of  accreditation.  Accrediting  Commissions  either 
need    to    redefine   their    role    and    rewrite    their    standards  and 
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procedures  or  return  to  their  original  mission.  They  simply  do  not 
possess  the  tools  necessary  to  act  quickly  in  emergency  situations. 
state  LICSaSIMS 

Weakness:     Having  served  as  an  evaluator  or  team  leader  in 
many  different  states,  I  am  amazed  and  frustrated  by  the  lack  of 
uniformity   in   state   regulations.      Some   states  are  excessively 
restrictive  and  others  are  inordinately  lax.     This  year  X  was  on 
a  team  visit  in  Georgia  and  the  state  licensing  person  met  with  the 
team.     She  told  us  that  it  was  a  "fine*  school,  deserved  to  be 
accredited,  and  had  no  complaints.     Upon  further  discussion  with 
her,   the  team  learned  that  since  the  school  was  vary  small  and 
provided  only  JTPA  training,  the  state  licensing  people  actually 
never    visited    it    and    really    knew    almost    nothing    abour  the 
operation.    On  the  other  hand,  having  conducted  numerous  visit*  in 
New  Vork,  I  am  impressed  with  the  thoroughness  and  cooperation  of 
their  licensing  department  with  accrediting  commissions.     They  do 
not  make  recommendation*  but  do  supply  needed  facts  for  the  teams 
to  function  effectively.     This  type  of  activity  where  the  state 
licensing  department  has  current  knowledge  of  the  school  and  shares 
the  facts  with  the  team  makes  the  process  work. 
NATIONAL  ADVTSORV  COMMITTEE 

Serving  on  the  Advisory  committee  was  one  of  the  most 
interesting  and  frustrating  assignments  I  have  ever  had.  After 
meeting  the  members  of  the  Advisory  committee,  my  initial  and 
continued  reaction  to  them  was  MWhy  were  they  appointed?"  The 
Committee  va„  composed   of   four  members  who  understood  and  were 
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concerned  about  accreditation  issues.  Fortunately,  we  had  a  strong 
Chairman,  Father  Healey,  at  the  time  President  of  Georgetown 
University,  plus  the  four  knowledgeable  members.  The  other  members 
were  not  knowledgeable  nor  were  they  particularly  interested.  One 
member  asked  at  the  end  of  each  session  "Can  someone  tell  me  again 
what  it  is  we  are  supposed  to  be  doing  here?"  She  was  reappointed. 
Since  this  Committee  serves  as  a  valuable  balance  for  the 
Department  of  Education ,  it  is  critical  that  the  Committee  be 
composed  of  individuals  who  are  dedicated  and  committed  to 
accreditation  and  what  it  represents.  It  should  not  be  a 
presidential  political  payoff  appointment.  My  recommendation  is 
that  the  Secretary  of  Education  assume  the  role  of  appointing  these 
members.  Further  that  criteria  be  developed  to  qualify  for 
service.  The  next  step  should  be  to  increase  the  training  program. 
I  believe  that  prior  to  serving  each  individual  should  observe  at 
least  one  accrediting  commission  during  its  deliberations.  In 
addition,  the  training  program  should  not  be  held  in  conjunction 
with  the  regular  meeting. 

My  frustrations  were  increased  when  the  Council  on  Non- 
collegiate  Continuing  Education  (later  to  become  the  Accrediting 
Council  for  Continuing  Education  Training,  ACCET)  presented  its 
petition  to  the  Committee  for  acceptance  on  the  Secretary's 
approved  list.  The  basis  for  their  argument  to  be  accepted  was 
that  continuing  education  courses  needed  the  recognition  of  the 
Secretary's  Approved  List  so  that  corporations  would  reimburse 
participants  for  courses  taken.     They  assured  the  Committee  that 
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no  Title  IV  funds  would  be  involved.  The  staff  members  of  the 
Department  of  Education  and  I  knew  that  NCNE  had  already  accredited 
a  word  processing  institute  in  New  Jersey,  and  we  felt  strongly 
that  this  was  only  the  beginning  of  their  accrediting  institutions 
that  would  use  Title  IV  funds.  Through  questioning  X  was  able  to 
raise  doubts  in  the  minds  of  the  Committee  members  of  the  real 
purpose  of  NCNE's  petition.  The  Committee  finally  agreed  to  defer 
action  and  requested  more  information.  The  petition  was 
reconsidered  at  the  next  meeting;  however,  I  had  served  my  term  and 
was  no  longer  a  member.  The  petition  was  accepted,  and  they 
received  recognition  by  the  Secretary. 
INSTITUTIONS  A^p  STTOENT.? 

In  a  very  real  sense  institutions  actually  "own"  the  default 
rates,  and  yet  we  have  limited  ability  to  control  and  reduce 
default  rates.  Institutions  need  the  right  to  refuse  access  to 
students  who  admit  they  are  getting  the  loan  to  "rip  off"  the 
system.  For  instance,  we  had  a  student  who  told  the  financial  aid 
officer  that  she  had  no  intention  of  staying  in  school  after  her 
SLS  check  arrived.  The  financial  aid  officer  refused  to  give  her 
the  loan  application.  The  student  called  the  state  guarantee 
agency  and  was  assured  that  she  was  entitled  to  that  loan.  She 
reported  this  to  us;  we  called  the  agency;  and  they  again  reported 
that  we  must  allow  her  -ccess.  That  student  received  her  SLS  check 
and  was  never  seen  again  by  the  school.  This  does  happen  in  the 
real  world,  and  institutions  need  the  ability  to  refuse  loans  when 
appropriate.    This  right  should  belong  to  the  school.    After  all, 
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it  is  "ourM  default  rate  by  which  we  are  judged;  we  need  some 
controls. 

Students  also  have  some  rights  that  are  currently  not 
protected*  Some  parents  take  out  PLUS  loans  for  educational  costs 
and  keep  the  funds,  leaving  the  student  with  no  means  for  paying 
for  his/her  education.  I  as  aware  of  situation  in  which  a  student 
and  her  parents  applied  for  a  PLUS  loan.  The  loan  was  granted,  the 
check  was  mailed  to  the  student's  parents,  the  check  was  never 
given  to  the  school  which  forced  the  school  to  dismiss  the  student 
for  non-payment  of  tuition.  The  student  couldn*t  complete  the 
course  and  therefore  couldn't  qualify  for  a  job.  The  loan  wasn't 
repaid  by  the  parents,  and  the  school  was  assessed  the  default, 
PLUS  checks  should  be  made  co-payable  to  the  institution  and  thus 
avoid  the  heartbreaking  incidents  of  parental  abuse  of  the  PLUS 
system. 

For  the  student 1  s  sake,  X  would  like  the  committee  to  consider 
having  the  lenders  send  the  payment  books  for  student  loans  to  the 
school  30  days  before  scheduled  graduation.  Then  at  the  exit 
interview,  the  school  could  insure  that  the  student  received  the 
payment  books  along  with  a  card  showing  the  800  number  to  call  it 
the  student  encountered  any  problems.  Too  many  students  have 
difficulty  receiving  their  payment  books  due  to  moving  after 
graduation  and  sometimes  failure  of  the  lender  to  get  in  touch  with 
the  student  on  a  timely  manner.  Those  loans  then  go  into  default 
before  the  student  has  an  opportunity  to  make  a  payment.  Providing 
the  payment  book  during  the  exit  interview  could  prevent  some  of 
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those  problems. 

It  would  also  be  beneficial  to  the  students  if  during  the 
course  of  their  schooling  a  sinisum  payment  were  required  so  that 
the  loan  repayment  could  become  a  habit.  This  repayment  amount 
could  be  as  little  as  $10  monthly.  If  this  idea  were  adopted,  the 
repayment  book  could  become  part  of  the  initial  package.  All 
students  would  then  be  aware  of  the  difference  between  a  grant  and 
a  loan. 

Since  federal  dollars  are  being  utilized  to  fund  postsecondary 
education,  it  is  reasonable  that  the  federal  government  demand  that 
ill  institutions  agree  to  articulation  agreements.  Unfortunately, 
higher  education  must  be  forced  to  recognize  the  need  for  transfer 
of  credit  policies.  The  students  must  stop  paying  twice  for 
education  because  institutions  refuse  to  accept  each  other's 
credits.  Thia  is  not  fair  to  the  students  nor  to  the  federal 
Soverwnent  who  stsnds  behind  these  loans  and  provides  the  grants. 

Encouraging  progress  has  been  made  in  reducing  defaults  due 
dAftbursempnts  and  requiring  multiple  disbursements.  They  should 
bfc  ca,njnend*d  for  takinq  action. 

My  vitfw  iroie  scrying  on  '.he  National  Advisory  committee  is 
that  the  tepurtMRt  U  forced  ay  the  lack  of  proper  expertise  on 
th*  National  Adviss-y  Committer  to  devote  too  WCh  staff  time  and 
responsibility  to  Fru:e6s  of  reviewing  the  accrediting  bodies. 
Even  though  I  have  iound  the  staff  extremely  competent  and  very 
cosKwrntd   kith  good   aociaions   and    fuir   judgments,    I    think  the 
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responsibility  should  be  a  shared-decision ,  I  feel  the  staff  would 
welcome  a  more  effective,  better-trained  National  Advisory 
committee  to  better  share  the  heavy  workload ♦ 

The  development  of  quality  education  and  effective  utilization 
of  federal  resources  requires  a  cooperative  relationship  between 
the  federal  government,  state  licensing  agencies,  and  accreditation 
commissions.  This  process  called  the  TRIAD  needs  to  be  clearly 
defined  and  understood  to  insure  the  appropriate  assumptions  of 
action.  The  federal  government  should  not  be  expected  t.o  judge  the 
quality  of  an  institution's  educational  program  nor  should 
accrediting  agencies  be  expected  to  monitor  the  use  of  federal 
financial  aid.  Until  there  is  a  clear  understanding  between  and 
among  the  three  entities,  there  will  not  only  be  confusion,  but 
resources  wall  continue  to  be  wasted  and  students  will  continue  to 
be  the  primary  suffers  of  the  abuse. 

I  firmly  believe  that  the  Triad  can  and  should  work, 
Currently,  I  do  not  beliftvu  it  is  working  effectively,  The  statrs, 
the  federal  government,  the  accrediting  agencies,  institutions, 
lenders,  and  guarantee  agencies  seem  engaged  an  a  f inger-point ing 
exercise  that  does  not  serve  the  system  nor  the  student.  I  would 
call  upon  Congress  to  direct  the  Department  of  Education  with 
assistance  from  state  agencies  and  the  accrediting  bodies  to 
present  a  position  paper  within  the  next  year  that  defines  the  rolo 
and  function  of  the  Triad-- the  state,  the  federal  government,  and 
the  accrediting  agencies.  Then  and  only  then  can  the  student 
financial  aid  programs  be  structured  so  that  the  responsibilities 
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are  clearly  understood  and  the  programs  effectively  administered. 
And.  perhaps,  then  the  finger  pointing  can  end  and  serving  the 
educational  needs  of  our  students  can  begin. 

SUMMARY  OF  RECOMMEMRATTONfi 

1.  Maintain  balance  of  public  and  insiders  as  members  of 
accrediting  bodies. 

2.  insist  all  accrediting  bodies  have  standards  for  training 
evaluators. 

3.  Have  the  secretary  of  Education  appoint  the  National  Advisory 
Committee  ©embers. 

4.  Establish  criteria  for  National  Advisory  committee  selection. 

5.  Increase  the  training  for  National  Advisory  Committee  members. 

6.  Give  institutions  the  right  to  deny  access  to  SLS  loans  when 
intentions  for  abuse  are  evident. 

7.  Make  plus  checks  co-payable  to  the  institution. 

8.  Provide  students  with  payment  books  at  the  exit  interview. 

9.  Enable  the  students  to  begin  making  minimal  payments  from 
the  beginning  of  the  loan. 

10.  Demand  that  all   institutions  have  an  articulation  agreement 
if  their  students  receive  federal  fund  for  tuition. 

11.  Have  Congress  direct  the  Department  of  Education  with 
assistance  from  state  agencies  and  accrediting  bodies  to 
present  a  position  paper  defining  the  role  and  function  of  the 
state,  the  federal  government,  and  accrediting  agencies. 
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Mr.  Chairman,  this  concludes  ay  prepared  statements,  and  I  am 
willing  to  respond  to  any  questions  you  or  the  committee  may  have. 
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HEARING  FOLLOW-UP  QUESTIONS  OCT  0  '-> 

JAN  V.  FRIEDHEIM 

0.     Practices,  characteristics,  and  ownership  of  proprietary"' 
schools  seem  to  change  rapidly.    Do  you  think  that 
accrediting  agencies  should  review  their  proprietary 
schools  on  an  annual  basis  in  an  attempt  to  monitor  the 
changes? 

A.    schools  are  now  monitored  on  an  annual  basis  by  a  report- 
ing system  that  requires  vital  information.  Accrediting 
,*8  !h?uld  oore  thoroughly  review  those  reports  for 
'red  flag-  items  that  should  trigger  a  site  visit.  I 

reclf „fU!th*!  "f™"5  th8t  newly  ^credited  institutions 
receive  *  site  visit  by  a  small  team  after  the  first  year. 

H  ?LPr°~  !?*  *r°  fvioent'  fe  institution  would  then  go 
^viri^8n?Ual  f*P°rt  "Storing  system.  if  problems  we?e 
evident,  annual  visits  would  be  mandated.     However,  I  do 

every •1y"ar#  t ^fdT"^8  Sh°Uld  visit  every  institution 

T£  L  f  I'         }  would  greatly  increase  the  cost  of 
accreditation  and  be  a  waste  for  the  majority  of  institutions. 

Q.     As  the  system  is  now,  do  you  think  there  is  sufficient 
control  over  the  proprietary  institution? 


A. 


A. 


nSn-ixi-Unt"'^  th*  S"t8  iic«nsi"9  "ntrol  is  weak  to 

non  existent,    in  those  states,  there  is  no  fast-actina  system 

e?fe'ct?vr^0blrS  °r  if^tify  problems.     The  state,9  with 
e^»»«      licensing  regulations  controls  have  and  revWng 

between    I  ill™  \JhZ  mftin  *eobleK  is  *«*  of  communication 
between  or  among  the  Department  of  Education  accrediting 
agencies.  and  or  states,  We  strong  lioensiSg  agencies  exist . 

Itdl  IZll  ^Pression.that  more  proprietary  schools  turn  bad 
it  throuoh  tit  aCCredited<  "ther  than  that  bad  schools  „ake 
it  through  the  review  process  undetected? 

that  scn°cis  change  in  nature  and  size  after 

b^t^reoufre'  i™nACV"ri.ly  "?8d'"  "y  ^commendation  would 
7  *  require  increased  monitoring  by  ail  of  the  T  x»d  ,«„ 
initial  accreditation  until  the  iLtitution  can  provl  it  has 
change5*nwhafhi:.jnratlVC  SUPP°rt  SySteroS  to  accSmmodat.  the 
developing  "rV*  t0  pr*sent  "bad"  scht>oifi  from 

Q.    Do  you  think  the  Depar-.ment  of  Education  places  more 

reliance  on  accrediting  agencies  than  these  agencies  can 
effectively  discharge  with  periodic  visits? 

*'     re«insibihf»fff.ar?m*nt  °f  Nation  has  avoided  its 

«^         i  ,l  S/n  ™a,ny  C8MS  to*  relying  on  accrediting 
for  each  detent  J'Zt  XS  *  ptopGr  8nd  role 

the  S*Mrtm°?r\h  i"i8d'     Th*  duti8s  *nd  Unction,  of 

the  Department,  the  accrediting  agencies,  and  the  states  need 
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to  be  defined  and  agreed  upon. 

q.    Do  accrediting  agencies  verify  data  that  schools  provide,  or 
are  these  data  automatically  accepted  ac  reliable? 

A.    In  ay  experiences  as  an  evaluator  and  as  a  school  ownar,  I 
know  that  accrediting  agencies  demand  reasonable 
documentation. 

q.  in  your  experience,  how  would  you  rate  the  performance  of  the 
Department  of  Education  regarding  administration  of  the  Title 
IV  program? 

A.    I  think  the  Department  has  not  had  sufficient  staffing  to 

properly  monitor  the  program.    The  Department  has  been  reacting 
to  problems  instead  of  being  proactive  until  recently .  Those 
of  us  who  work  with  the  problems  could  easily  advise  the 
Department  where  problems  will  develop,  but  there  is  a  lack  of 
communication  between  the  users  and  the  Department. 

Q.    Subcommittee  staff  ha*  been  told  that  dual  accreditation  is 
one  way  that  schools  protect  themselves  against  having  the 
Title  XV  money  tap  turned  off.    Why  would  a  school  seek 
institutional  accreditation  by  two  national  agencies? 

fc.    in  the  past,  dual  accreditation  could  protect  the  institution . 
However,  the  accrediting  agencies  are  now  communicating  and 
if  a  negative  action  is  taken  by  one,   it  must  be  reported  to 
the  other  for  action.     It  is  necessary  that  all  accrediting 
agencies  agree  to  this.     The  only  good  reason  for  dual, 
national  accreditation  would  when  an  institution  determines 
that  it  would  be  better  servod  by  another  agency.     During  the 
process  of  moving  from  one  to  another,  the  institution  would 
have  to  have  dual  accreditation  to  protect  the  interests  of 
the  students. 

q,    we've  heard  that  site  examinations  by  accrediting  agencies 

are  often  ineffective  in  catching  bad  schools,     Do  you  agree? 

A.     site  examinations  are  only  as  effective  as  the  people  on  the 
team?  therefore,   it  is  vital  that  accrediting  agencies  have 
sufficient  training  programs  to  develop  evaluators.     It  is 
also  important  that  a  staff  person  from  the  agency  be  on  the 
team  to  insure  that  procedures  are  followed.    Then  should  an 
institution  have  ineffective  team  members,  the  staff  person 
could  report  and  a  follow-up  visit  be  established.  My 
experience  has  been  that  sometimes  there  are  weak  team  member*; 
but  if  the  leader  is  strong,  this  handicap  can  be  overcome. 

In  your  experience,  how  do  accrediting  agencies  view  their 
function?     Do  they  consider  themselves  responsible  for 
safeguarding  against  fraud  or  abuse  in  student  loan  programs? 
Or  do  they  view  themselves  more  as  an  advocate  for  their 
member  schools? 
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Accrediting  agencies  view  themselves  as  advocates  for  the 

f^ffiB^  1Ch~  lf\° lUdeS  fat  Ror*  *™  than  student  financial 
aid program*.  Quality  of  education  and  consumer  protection  are 
both  the  focus  of  accrediting  agencies. 

How  often,   in  your  experience,  did  the  National  Advisory 
agencj       ™         *  Petition  for  recognition  by  an  accrediting 

In  ay  experience    the  National  Advisory  Committee  did  not 

^E»^anL?etiti?n5;  howevGr<  the  mc  did  defer  action  and 
request  additional  documentation  in  some  cases.    ""ion  *na 

JuJoiE*?;  in  y°Uf  oxPfirie^.  aid  the  Secretary  of  Education 
LtL  /°C°gnhe  *n  ^editing  agency  recoLended  by  the 
National  Advisory  Committee?  y 

To  my  knowledge,  the  Secretary  never  did  decline  to  recognize 
an  accrediting  agency  recommended  by  the  NAC.  r^ogn:.e 

th!V°U  firSt  i°xnf,d  the  National  Advisory  Committee  did 
the  Departnent  of  Education  take  any  action^  to  train  you  and 
other  new  members  on  the  Board'  Y 

ll&L<ht?t^h*  Sh°r  trainin9  Period  was  adequate  tor  those  of 

During  your  tenure  as  a  member  of  the  AICS  Board  of  Directois 
trtSF  0bserve  tha^  AICS  or  any  other  agency  promoted  ' 
accepting  new  schools  for  accreditation  because  the s  ea:-  y 
dues  mean  more  revenue  for  the  agency?  1  ''^ 

2fV9r  °^Grved  ^:s.     On  the  contrary,   J  observed  the 
'or    el    ^1^?  "Ution  t0  Che  "crediting  commission 
nil  .  r°ng  sch0C!ls  ««r«  being  accredited, 

vafue  of°  ccre7iL^r*V'aVe  ^  P^tive  about  the 

association?  concerned  about  the  image  of  the 

and  22»?2rf?I!  B°r0  C0°Peratlon  between  accrediting  agencies 
and  state  licensing  bodies.     How  can  this  be  accomplished? 

Ihf  *=c™d*tJf1<3  agencies,   the  Department  of  Education  and 
eleCtror!cal?rolnC,,fSeTieS  COuld  a*ree  *°  commun  cate 

lrlLt*t  °f  th*  ^ISd  cLld  be  alett  te  the 

take  let  J0ftfeVeVD*y  might  he'  that  member  cou?d 

take  action  if  needed.    This  would  eliminate  the  lone  til* 
lapse  m  communist  ion.    Certain  types  of  communication 
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could  be  transmitted  by  computer  technology  to  update  each 
member  of  the  Triad. 


Ait ted  by, 


/an  V,  Friedheim 
Executive  Secretarial  School 
4849  Greenville  Avenue,  Suite  200 
Dallas.  TX  75206 
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STAFF  STATEMENT 
U.S.  SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

CONCERNING 
THE  CULINARY  SCHOOL  OF  WASHINGTON 
SEPTEMBER  13,  1930 

I.  INTHODIItTTfiffi 

Mr.  Chairman  and  Members  of  the  Subcommittee,  as  you  will 
frow,  yesterday«  testimony,  0na  of  the  basic  questions 
*™  Subcommittee  invMti5«tion  has  attested  to  answer  is  how  do 
»ad  schools  get  into  and  continue  to  operate  in  the  Title  IV 
program.  In  order  to  answer  that  question,  the  staff  today  is 
fh!^8?,  to  Pre»ewnt  ,a  Casa  *tudy  Qf  3UBt  ho*  "Ch  a  .chool  - 
Xiw  Si1*  °f    KMhin9ton    obtained    and  maintained 

eligibility  for  eight  years. 

»h»»  uJHt*yn         «taff  intends  not  only  to  describe  the  problems 

tt    My.8choti  .ut  ilao  to  90  b«hind  these  f«c«  to 

discern  the  causes  for  the  breakdown  of  the  system  that  allowed 
it  to  occur  in  the  first  place. 

rhrnnm^^^f  W  analysi*  the  staff  has  prepared  a 
chronologies    of    significant    events    for   each    of    the  various 

nS«;<i!2  Jhw»  WSr?  re»P°n8iWe  ^r  ensuring  that  CuUnary 
provided  quality  education  to  its  students,  mist  of  whom  were 
receiving  federal  assistance. 

The  process  of  choosing  the  Culinary  School  as  our  case 

univL«»*«fn°.v,  !T.  e**y  An  U«ht  of  the  large  and  growing 

™^  °f  ?Kd  Pr°Prietary  schools.  In  doing  so,  the  staff 
relied  upon  the  recommendations  of  local,  state  and  federal 
SSHfE"?  ,iicen!in«  officials  including  the  Department  of 
Education-.  Office  of  Inspector  Seneral.     We  ai»0  reviewed  the 

Hill  °,5f  hn,ndred^  °1  «il»«*dly  ,b«d"  schools  and  thousand,  of 
pages    of    investigative    and    regulatory    files.       In  finally 

!^n?  Up°n  Culinary  Sch°o1  «»  our  case  study,  the  staff 
h«™^0  tu°mP  f?  "  "any  of  the  particular  problem  ureas  that 
have  been  the  oarlier  identified  by  the  Subcommittee. 

The  Culinary  School  "unfortunately-  exemplifies  most  if 
not  all  of  the  current  shortcoming  of  the  "triad",  it  raises 
^•"^"•.f^  the  effectives,  of  each  player  in  the  system 

^"J™  u'',8CCred,i"tijn  and  ultimately  the  Department 
of  Education.  it  also  raise  a  number  of  issues  concerning  the 
r»2^ J£i 1th9  Department -s  own  Inspector  General's  office 
^"P°"d^  to  the  serious  allegations  of  wrongdoing  on  behalf  of 
the  staff  and  owners  of  the  Culinary  School. 
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XI.  BACKGROUND 

The  Culinary  School  of  Washington  (CSW) ,  headquartered  in 
Washington,  D.C.  was  a  proprietary  school  offering  postsecondary 
education  in  the  culinary  arts.  First  incorporated  on  May  8, 
1978  by  Barkev  and  Mary  Ann  Kibarian,  it  operated  until  June  30, 
1990  when  its  proprietary  school  license  for  the  District  ot 
Columbia  expired. 

while  licensed,  it  operated  numerous  branches  in  both 
Virginia  and  the  District  of  Columbia.  These  branches  or 
auxiliary  classrooms  were  fhere  the  actual  teaching  at  Culinary 
took  place  and  consisted  of  leased  kitchen  space  at  a  number  of 
restaurants,  bars  and  hotels  throughout  these  jurisdictions. 

Records  from  the  Department  of  Education,  indicate  that 
Culinary  School  was  approved  for  participation  on  July  19,  1982 
and  began  participation  in  the  Federal  financial  aid  program  on 
August  27,  1982.  By  January  31,  1983,  the  Culinary  School  had 
not  processed  any  Pell  Grants  and  only  one  Guaranteed  Student 
Loan  (GSL)  application,  totaling  approximately  $5,000. 
However,  by  calender  year  1989,  the  student  loan  volume  had 
significantly  increased.  In  that  year  the  school's  cumulative 
guaranteed  loan  volume  had  reached  $18.8  million  with  Sb.fc 
million  in  loans  for  1989  alone.  In  addition,  the  school  drew 
down  $770,000  from  the  Department  of  Education  during  calender 
year  1989  for  Pell  grants  and  Supplemental  Education  Opportunity 
grants . 

From  June  27,  1981  to  April  17,  1986,  the  Culinary  School 
was  also  eligible  to  accept  students  utilising  certain  veterans 
benefits.  Culinary  voluntarily  withdrew  from  the  veterans 
Administration  program  pursuant  to  a  Settlement  Agreement  that 
resolved  allegations  concerning  overpayment  of  benefits. 

During  its  existence,  the  Culinary  School  was  accredited 
by  two  organizations  recognized  by  the  Secretary  of  Education. 
From  April  8,  1982  to  March  4,  1987,  the  school  was  accredited 
by  the  National  Association  of  Trade  and  Technical  Schools 
(NATTS).  As  we  intend  to  develop  in  more  detail  later  in  the 
staff  statement,  the  school's  withdrawal  of  accreditation  was 
directly  precipitated  by  a  December  4,  1985  NATTS  investigation 
of  the  school  for  serious  questions  of  conduct  and  integrity. 
Nevertheless,  the  Accrediting  Council  for  Continuing  Education 
and  Training  (ACCBT)  granted  Culinary  accreditation  from  July 
15,1985  to  June,  30,  1990. 

The  ultimate  demise  of  the  school  arose  from  a  number  of 
complaints  in  1989  concerning  housing  and  training  promises  made 
by  the  school.  These  complaints  were  brought  to  the  attention 
of  the  Education  Licensure  Commission  (Commission)  of  the 
District  of  Columbia.  Because  of  concerns  raised  about  the 
school's  operations,  the  Commission  only  granted  a  temporary 
license  to  the  school  when  its  license  came  up  for  renewal  in 
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the  Fall  of  1989.  The  license  was  only  temporary  until  they  had 
an  opportunity  to  conduct  a  site  review  at  the  school .  Attempts 
were  made  to  schedule  the  site  review,  but  various  obstacles 
arose  which  prevented  the  review,  including  the  school  movino 
its  main  caaipus.  Because  the  school  moved  its  sain  campus 
without  proper  approval  from  the  Coawission  and  the  Commission 
had  concluded  that  the  school  had  made  misrepresentations  to 
both  it  and  its  students,  the  Commission  intended  to  recommend 
to  its  Board  on  January  U,  1990  that  the  school's  license  to 
operate  not  be  renewed. 

On  February  27,  1990  the  Culinary  school  signed  an 
agreement  with  the  D.C.  Licensure  Commission  that  provided  that 
the  school  would  voluntarily  withdraw  its  application  for 
b?!£WoJ^     ,1UC?r?V°  OP®*"6'     "w  school  was  pe-mitted  to 

% J,un*  30,    1990  and  8Ql9ly  to   "teach  out" 
currently  enrolled  students. 

ct.fa  .^"i1"*,1*  ?l8w  encountered  problems  with  the  Virginia 
n£?f«2S I  tl  9  Authority.  On  January  2,  1990,  the  Authority 
notified  the  „ohool  that  it  intended  to  revoke  the  school's 
license  to  operate  in  Virginia.  The  Authority's  proposed  action 
was  based  on  the  finding  that  the  school  had  improperly  operated 
a  school  in  Richmond  without  the  Authority's  approval.  Prior  to 
a    scheduled   hearing   on   the  matter,    the   school    and  Virginia 

IS5SL  iS'lLSnJ9™™™    WherSby    the    8Ch°o1  ™*«ntarily 

III.       PROBLEM  AT  CUIiINnRY 

The    staff    review   of    the    Culinary    School    revealed  a 

*  and  recurring  problems  that  affected  both  the 

fftlt  Li°f  *duCation  and  administration  of  the  federal  student 
financial  aid  program. 

of  PH,If.l!?<LPftt8rn.0f  Problems  i»  echoed  by  the  1990  Department 
1990?  which  state!,       G*na"1  {IG)  ^paction  Report  of  May  21, 

There  were  numerous  misrepresentations  made  to 
students  concerning  housing,  availability  of  supplies, 
transportation,  training,  and  other  services.  The 
school's  owner  also  demonstrated  a  careless  disregard 
for  laws  and  regulations  concerning  obtaining  proper 
licenses  for  recruiters  and  licenses  'or  CSV  campuses. 
The  inspection  further  revealed  the  school  has  been 
responsible  for  not  making,  understating,  or  raakinq 
untimely  refunds.  This  was  found  to  be  both  a  serious 
current  and  previously  cited  problem,  m  an  apparent 
?.  15  '2  deiay  and  conceal  this  problem,  checks  were 
backdated  or  stop  payments  made  and  inaccurate 
documents  were  prepared. 
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Further,  school  officials  were  responsible  for 
improperly  administering  some  "ability  to  benefit" 
tests  by  wrongfully  providing  answers  to  students.. 

The  harm  to  students  and  the  Department  of  Education 
resulted  not  only  from  the  school* 8  and  its  owners1 
noncompliance  with  program  requirements,  but  their 
failure  to  meet  the  expectations  of  the  students 
recruited  to  attend  the  school. 

The  staff  found  that  the  harm  to  the  students  by 
Culinary1 s  misrepresentations  were  particularly  significant 
since  most  of  the  students  were  poor  and  recruited  from  out  of 
state ,  Having  traveled  long  distances ,  some  at  their  own 
expense,  upon  arrival  in  Washington,  D.C.  they  found  out  they 
hac*  been  misled  but  were  unable  to  do  anything  about  it  because 
of  their  lack  of  money,  etc.  They  essentially  became  a 
"captive "  audience  for  Culinary. 

Paul  Fiscella,  staff  attorney  for  Legal  Services  of 
Northern  Virginia,  who  represents  some  of  the  more  than  one 
hundred  students  evicted  from  student  housing  in  Alexandria 
because  Culinary  failed  to  pay  the.  rent  in  January,  1990  told 
the  staff  that  x 

After  enrolling  in  CSV,  stutiants  discovered  that  the 
program  was  not  what  had  been  promised.  The  student 
housing  was  overcrowded  with  sometimes  up  to  four 
persons  (combining  men,  women  and  children)  living  in 
a  none  bedroom  apartment .  Ultimately,  the  vast 
majority  of  students  were  evicted. . .even  though  [CSW] 
had    received  payment  for  housing  from  the  students. 

Finally,  students  were  not  prepared  for  meaningful 
employment  in  the  culinary  field.  Instruction  was 
hampered  by  abrupt  changes  in  teaching  locations,  high 
turnover  in  instructors,  and  a  lack  of  quality 
instruction  and  supplies.  In  fact,  many  students 
incurred  about  $8,000  in  student  loan  debts  only  to 
toil  without  pay  in  a  cafeteria  at  a  water  treatment 
facility.  (Letter  of  Fiscella  submitted  for  the 
Record) 

Former  French  instructor  Sharon  Marburg,  who  has  provided 
an  affidavit  for  the  record,  described  other  problems  at  the 
school i 

Most  outrageous  were  the  facilities  and  primitive 
conditions  under  which  I  was  supposed  to  teach  and  the 
students  were  supposed  to  learn.  I  had  to  meet  my 
class  in  local  taverns  such  as  Bo  jangles  and  Abbey 
Road,  where  music  was  blasting,  lighting  was 
inadequate,    and  the   smell   of   stale  beer,    smoke  and 
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vomit  permeated  the  room.  The  class  location  kept 
changing  but  never  for  the  better! 


The  students  told  me  that  the  facilities  were 
under-equipped  and  roach-infested .  They  also  said 
that  the  food  they  worked  with  wts  often  rancid, 
moldy,  and  adulterated. 

In  the  case  of  the  Culinary  school,  the  staff  found  a 
continuous  pattern  of  complaints  concerning  its  quality  of 
education  from  1982  to  the  school's  closing.  The  complaints 
combined  with  other  factors  including  false  or  missing  "ability 
to  benefit  tests"  probably  explained  the  extremely  high 
withdrawal  rate  found  at  the  Culinary  School* 

In  1986,  the  Department  of  Education,  Inspector  General 
found  some  classes  where  40  students  would  begin  the  class  and 
only  six  would  finish.  By  1988,  the  inspector  General  va» 
identifying  classes  with  average  withdrawal  rates  of  75%.  Many 
students  and  faculty  interviewed  confirmed  these  figures,  in 
her  affidavit  Sharon  Marburg  concluded  that  due  to  the  poor 
quality  of  the  students  recruited  it  was  absurd  to  think  they 
had  any  "ability  to  benefit." 

As  explained  by  the  Higher  Education  Assistance 
Foundation  (HEAF)  in  their  statement,  these  quality  of  education 
issues,  combined  with  the  school's  failure  to  pay  refunds  almost 
from  the  start  of  their  involvement  with  the  Title  IV  program, 
produced  an  extremely  high  default  rate  at  the  Culinary  School: 

To  date,  HEAP"  has  paid  out  $2,448,204  in  default 
claims  for  borrowers  who  attended  C5W,  This 
represents  a  net  default  expense  to  HEAP  of  nearly 
$500,000,  with  the  taxpayer  carrying  the  burden  of  the 
remainder. This  level  of  default  translates  into  a 
46%  mature  proper  default  rate  for  the  HEAF  guaranteed 
portfolio. 

Ironically,  problems  concerning  this  school,  which  could 
have  raise  questions  about  the  owner's  suitability  to 
participate  in  the  federal  program  predate  their  1982 
eligibility  determination  by  the  Deportment. 

Our  staff  found  that  on  November  4,  1980,  the  Washington, 
D.C.  accounting  firm  of  Wayne  Kendrick  fc  Company  published  a 
special  audit  report  to  the  Southeastern  University  Board  of 
Trustees  for  the  fiscal  years  ending  July  3* 9  1979  and  July  31, 
1979.  This  examination  directly  implicated  Dr.  Barkev  Kibarian, 
the  then-President  of  Southeastern  University,  in  a  scheme  to 
misappropriate  university  funds,  for  the  benefit  of  the  Culinary 
School  of  Washington,  whose  president  at  that  time  was  Mrs. 
Kibarian.     it  included  University  payments  for  culinary  school 
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Dr.  and  Mrs.  Kibarian  are  the  only  remaining  members 

of  the  1983  administrative  team  Many,  many  student* 

complained  about  the  sudden  changes  of  staff  officials 

at  the  CSV  It  appears  that  the  CSW  has  experienced 

a  100%  turnover  in  faculty  positions, . 

Site  changes  and  the  lack  of  a  permanent  facility  were 
problems . . . 

The  library  is  inadequate 

The  most  essential  publication  to  an  educational 
institution  is  its  catalog.  The  Culinary  School  is 
lacking  this  publication*.* 

The  catalog  proof s ...  indicate  that  housing  is 
available  at  local  universities ... .One  member  of  the 
team  called  all  local  colleges. . -to  validate  this 
claim.  Host  officials  in  the  housing  offices  had 
never  hear  of  CSW... 

To  the  Subcommittee  staff,  these  findings  should 
have  raised  serious  concerns  about  the  school's  qualification 
for  not  only  the  Title  IV  program  but  also  a  proprietary  school 
license.  Yet,  it  appears  that  nothing  happened  as  a  result  of 
it.  The  Commission,  no  longer  having  jurisdiction  over  the 
school,  referred  the  matter  to  DC RA  which  did  nothing.  This 
apparently  forced  the  Chairman  of  the  D.C.  Licensure  Commission 
to  forward  a  copy  of  the  site  visit  to  the  Department  of 
Education,  imploring  them  to  do  somethings 

The  volume  and  nature  of  these  complaints  is  unlike 
any  institution  licensed  by  the  Commission,  and  has 
seriously  concerned  the  Commissioner.  At  its  meeting 
on  March  5,  1987,  the  Commissioner.  *  .asked  me  to  urge 
you  to  take  whatever  corrective  actions  that  are  in 
your  power  to  protect  the  citizens  of  the  District  of 
Columbia. 

The  staff  found  no  record  of  the  Department  acting 
against  Culinary  as  a  result  of  this  correspondence.  Shortly 
after  the  non-degree  licensing  function  was  transferred  to  the 
Education  Licensure  Commission  in  1989,  the  Commission  initiated 
a  number  of  investigations  of  CSW.  As  explained  in  their 
statement  which  is  submitted  for  the  record,  the  Culinary  school 
consumed  almost  all  of  the  resources  of  the  Commission  in  1989. 
This  fact  supports  the  earlier  finding  of  the  Subcommittee  staff 
that  state  licensing  bodies  are  woefully  under-funded  and 
under-staffed  to  regulate  the  proprietary  industry. 

The  Commission  was  forced  on  November  9,  1989  to 
seek  an  outside  panel  of  experts  to  perform  a  site  visit  on 
Culinary  and  review  the  new  allegations.  As  it  turns  out,  this 
site   visit    never   occurred,    in   part   because   of    the  eventual 
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advertising,  printing  telephone  answering  services,  textbook 
purchase*,  postage  and  rental  of  facilities.  The  total  amount 
of  these  questionable  expenditures  equalled  $104,000. 

Newspaper  articles  in  1983  and  1985  described  the 
substance  of  these  allegations  concerning  the  Kibarians.  Thus 
they  were  publicly  available  to  any  of  the  accrediting  or 
licensing  bodies  for  use  in  determining  the  suitability  of  the 
school  owners  for  participation  in  the  operations  of  the 
Culinary  School,  The  staff  found  no  evidence  that  any  of  the 
regulatory  or  accrediting  bodies  ever  considered  these 
allegations  in  the  course  of  reviewing  the  School's  operations. 

IV.  ROLE  OF  THE  TRTAD 

A)  LICENSING 

Although  actions  by  the  licensing  bodies  in 
Virginia  and  the  District  of  Columbia  in  1990  appeared  to  have 
finally  put  a  stop  to  the  Culinary  School,  the  staff  found  that 
the  licensing  function  was  generally  ineffective. 

Up  to  1989,  the  licensing  authority  for  proprietary 
schools  in  the  District  of  Columbia  was  the  Department  of 
Consumer  and  Regulatory  Affairs  (DCRA) .  From  early  1984  through 
1989,  that  body  received  numerous  complaints  concerning  false 
advertising,  improper  recruitment,  financial  misconduct  and 
ineffective  educational  practices  at  Culinary.  The  staff  found 
that  most  of  these  allegations  were  investigated  and  many  were 
confirmed.  Yet,  it  appears  that  nothing  was  ever  done  by  the 
Department  as  a  result  of  these  investigations.  As  one  D.C. 
regulator  told  the  staff,  "DCRA  does  good  investigations. 
That's  it,  nothing  ever  happens." 

On  the  other  hand,  the  D.C.  Education  Licensure 
Commission  appears  to  have  been  more  aggressive  in  its 
regulatory  function.  For  example,  in  1983  Culinary  sought  a 
degree-granting  license.  At  that  time  this  was  within  the 
jurisdiction  of  the  Commission  and  not  DCRA.  The  Subcommittee 
staff  noted  that  the  Commission  acted  responsiveiy  to  complaints 
as  well  as  the  need  for  a  site  visit  of  the  school. 

That  site  visit  occurred  in  December,  1984,  and 
provides  a  troubling  portrait  of  the  school.  The  site  team 
found  that  the  school  to  be  administratively  and  educationally 
unsuitable.     In  part,  it  noted* 

The  application. . .indicated  the  Culinary  School 
operated  under  a  seventeen-person  Board  of  Directors. 
2M£  Clearly,  is  nZZ.  .U.U€-  This  board  has  never  met 
and  several  members  expressed  surprise  when  apprised 
that  they  were  listed  
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bankruptcy  of  the  school  but  also,  in  part,  due  to  the  apparent 
misconduct  of  the  school  officials*  The  staff  learned  that  the 
Kibarians  deceived  the  Commission  by  asking  for  a  postponement 
of  the  visit  in  order  to  sRove  the  school's  office.  The 
Coaanission  discovered  that  it  this  move  was  planned  some  time  in 
advance  by  Culinary  in  order  to  evade  the  site  visit. 

This,  in  turn,  highlights  the  problem  thst  faced 
both  the  District  and  Virginia  in  overcoming  the  extensive 
procedural  due  process  afforded  propriety  schools  in  licensing 
matters.  In  almost  every  case  where  an  adverse  action  was 
pending,  the  hearings  would  be  continued,  sometimes  up  to  12 
months  in  length,  because  of  motions  by  the  Culinary  school. 

The  Culinary  School  case  highlights  a  series  of 
problems  with  the  accrediting  process.  The  foremost  deals  with 
the  uses  of  dual  accreditation  to  avoid  losing  Title  IV 
eligibility . 

Culinary  was  first  accredited  by  NATTS  in  1982.  It 
later  obtained  accreditation  from  ACCET  in  1985.  The  staff 
found  evidence  that  appears  to  indicate  that  Culinary  obtained 
ACCET ' s  accreditation  in  response  to  NATTS  *  decision  to  revoke 
the  school's  accreditation.  As  previously  indicated,  NATTS 
granted  initial  accreditation  to  the  Culinary  School  on  April  8, 
1982.  By  May,  1984,  they  began  to  receive  numerous  complaints 
concerning  the  school.  Due  to  their  severity,  the  Executive 
Committee  of  the  Commission  directed  a  special  site  visit  to  be 
conducted - 

Apparently  after  some  delay  that  site  visit  took 
place.  The  overall  reaction  to  the  school  was  extremely 
negative.  Although  briefly  noting  four  favorable  attributes  to 
the  school,  it  then  proceeded  to  describe  26  serious  concerns 
and  potential  problems.    These  included t 

misleading  promotional  literature; 
use  of  unauthorized  facilities? 
high  staff  turnover? 

files  missing  important  documentation; 

an  * inherently  defective"  attendance  system; 

no   evidence   that    refunds   were   made   in   a  timely 

fashion. 

Based  upon  these  findings,  the  NATTS  Accrediting 
Commission  on  January  10,  1985,  ordered  the  school  to  provide  a 
response  including  a  new  self -evaluation  report  (SEA)  within  60 
days.  The  files  show  that  it  wasn't  until  October,  1985,  almost 
a  year  after  the  first  site  visit,  that  the  Accrediting 
Commission  considered  the  school's  response  and  issued  an  order 
to  deny  its  accreditation.  commenting  that  "additional 
complaints  were  voiced  by  students  which  call  into  question  the 
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integrity  of  this  institution.  It  would  take  an  additional  X3 
Months  for  NATTS  to  eventually  remove  the  school's 
accreditation.  After  numerous  appeals  and  other  dslays,  the 
Culinary  School  voluntarily  withdrew  its  accreditation  on  March 
6,  1987,  two  years  and  three  months  after  the  initial  site 
visit.  The  length  of  this  process  raises  questions  about  the 
speed  with  which  an  accrediting  body  can  respond  to  serious 
problems . 

The  staff  discovered  that  almost  from  the  start  of 
this  tortuous  process,  the  school  "hedged  its  bets"  by  obtaining 
accreditation  from  ACCET.  On  May  10,  1985,  Dr.  James  Grey, 
Academic  Consultant  to  Culinary  contacted  ACCBT  concerning 
accreditation.  In  ACCET ' •  telephone  log,  the  staff  found 
notations  that  Culinary  already  had  NATTS  accreditation  and  is 
"looking  for  double  accreditation. ■  in  response  to  the  question 
"why  is  the  organization  seeking  accreditation,*  is  noted  the 
response,   Min  case  of  other  to  change.* 

Thus,  five  months  after  the  NATTS  Accrediting 
Commission  formally  notifies  the  school  of  the  seriousness  of 
the  problems  revealed  in  the  December  visit,  Culinary  is  looking 
for  new  accreditation.  The  apparent  urgency  of  the  school  is 
indicated  in  a  Kay  21,  1985  letter  accompanying  their  $300 
application  check  to  ACCET  which  sayss 

the  school  is  anxious  *o  begin  the  iel f-evaluation  as 
soon  as  possible* 

ACCET  granted  accreditation  to  culinary «  effective 
July  18,  1985  after  a  June  28th  site  visit  dire: ted  by  ACCET 
Vice  president  DebLie  De  Vries  that  gave  the  schoo.  a  clean  bill 
of  health. 

The  contrast  between  ACCET ' s  glowing  site  report 
and  the  negative  site  visit  of  NATTS  in  December  1984,  affirmed 
by  NATTS •  Accrediting  Commission  action  in  October  1985  to 
revoke  the  school's  accreditation,  is  somewhat  perplexing. 
Further  questions  are  raised  when  one  considers  that  in 
December,  1984  the  District  of  Columbia's  site  evaluation  was 
equally  disparaging  of  the  quality  of  the  school's  educational 
and  management  programs ,  Added  to  this  the  Subcommittee  staff 
found  that  the  U.S.  Department  of  Veterans*  Affairs  found  a 
pattern  of  inadequacies  in  the  school's  operations  throughout 
this  same  time  frame  and  two  months  after  the  ACCET  visit 
notified  the  school  of  the  need  to  immediately  institute 
corrective  actions. 

The  Subcommittee  staff  concludes  that  clearly, 
there  appears  to  be  some  problem  with  either  the  quality  or 
scope  of  the  ACCET  site  visit* 

This  fact  pattern  also  raises  a  question  concerning 
the    adequacy    of    communications    and    cooperation    between  the 
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accrediting  bodies.  Although  AC GET  was  aware  of  natts 
accreditation,  did  ACCET  know  about  NATTS •  investigation  and 
allegations?  Nothing,  except  for  the  brief  notation  in  the 
original  Kay,  1985  phone  logs  would  impute  knowledge  of  the 
school *e  problems  to  ACCET.  But,  should  they  have  known  or  made 
affirmative  inquiries  with  NATTS  to  find  out  why  the  school  was 
so  anxious  to  get  new  accreditation?  Apparently  this  question 
must  have  crossed  the  mind  of  one  of  the  ACCET  Commissioners  who 
approved  the  accreditation  of  Culinary.  The  staff  found  the 
worksheet  for  one  of  the  Commissioners  reviewing  the  application 
for  accreditation  the  handwritten  notation  "NATTS?  Why  or  why 
not,"  under  the  section  for  lis* *s  and  problems. 

Also,  did  NATTS  know  about  the  ACCST  accreditation 
in  the  course  of  its  two  year-long  "de-accreditation"  process? 
T"  so,  should  NATTS  have  alerted  ACCET?  From  interviews  with 
NATTS  personnel,  the  staff  did  not  get  a  clear  indication  that 
NATTS  felt  legally  or  professionally  bound  to  warn  ACCET,  other 
accreditation  agencies  or  even  the  Department  of  Education  about 
the  school's  problems.  It  appears  that  the  threat  of  potential 
litigation  for  revealing  allegedly  "confidential  or  proprietary" 
information  surrounding  accreditation  may  have  influenced  NATTS 
decision  not  to  tell  ACCET. 

NATTS  claimed  in  their  interview  that  they  weren't 
aware  of  the  ACCET  accreditation  during  the  period  of  dual 
accreditation  (1985  -  1987)  and  felt  that  the  school  should  have 
told  them.  Nevertheless,  such  knowledge  must  surely  be  imputed 
to  NATTS,  since  the  staff  found  that  Culinary 's  correspondence, 
and  catalogues  distinctly  listed  both  NATTS  and  ACCET 
accreditation.  Due  to  the  amount  of  correspondence  and 
requirements  for  the  school  to  file  annual  reports  and  other 
materials  with  NATTS  during  the  1985  -  198?  period,  we  feel 
certain  that  some  of  this  "dual  accreditation"  material  must 
have  been  received  by  NATTS  and  put  them  on  notice  about  ACCET. 

The  Culinary  case  also  shows  the  pitfalls  of 
unregulated  branching.  Culinary  opened  dozens  of  branches  which 
were  automatically  accredited  by  ACCET  as  part  of  the  school's 
main  campus,  thus  avoiding  a  site  visit  by  the  accrediting 
agency.  In  addition,  the  files  indicate  that  the  main  campus 
itself  was  also  moved  on  four  occasions  and  immediately 
accredited  without  a  site  visit  by  ACCET  * 

The  Inspector  General  of  the  Department  of 
Education,  in  his  February  20,  1990,  management  improvement 
report,  found  that  a  major  problem  is  caused  by  schools  who  use 
the  branch  campus  route  to  rapidly  expand  beyond  their 
administrative  and  financial  capabilities.  This  was  clearly  the 
case  with  Culinary  since  almost  all  of  the  complaints  registered 
against  it  concerned  the  branch  classrooms  where  all  the 
teaching  occurred.  from  1985  to  1989,  none  of  its  classrooms 
were  ever  visited  by  the  accrediting  body,  i.e.,  ACCET,  in  order 
to    detexmin*    the    quality    of    education    occurring    at  those 
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locations—even  in  spite  of  the  number  of  complaints  that  ACCET 
apparently  received  concerning  the  same  classrooms . 

The  issue  of  Culinary *a  branch  classrooms  concerned 
the  Department  of  Education  in  1988*  At  that  time  it  advised 
the  school  that  they  were  not  eligible  to  accept  Title  XV 
students.  On  April  13,  1988  Lois  Moore,  Chief  of  the 
Occupational/Vocational  Eligibility  Branch  notified  Mrs . 
Kibarian  that  the  only  eligible  location  was  the  main  school  and 
that  the  auxiliary  classrooms  became  ineligible  as  of  March  13, 
1987,  the  date  that  Culinary  withdrew  its  NATTS  accreditation. 
It  appears  that  the  Department  had  never  received  any 
information  indicating  that  ACCET  had  accredited  the  auxiliary 
sites.  Moreover,  as  explained  in  a  May  5,  1988  letter  to  Larry 
Dodds,  President  of  ACCET,  Ms.  Moore  indicated  that  Deborah  De 
Vries,  ACCET  *  s  Associate  Director,  had  told  Education  that  some 
of  the  eight  auxiliary  classrooms  were  accredited. 

Apparently,  there  was  some  confusion  on  the  part  of 
ACCET  concerning  their  issuance  of  accreditation  for  these  sites 
since  the  records  indicate  that  on  April  29,  1988,  shortly  after 
Culinary  School  received  notification  of  ineligibility,  ACCET 
wrote  the  Department  and  explained  that  they  had  accredited  the 
auxiliary  sites.  In  a  latter,  dated  May  16,  1988,  the  President 
of  ACCET,  Larry  Dodds,  explained  thats 

First,  let  me  assure  you  that  j  CCET  issued  the  letter 
listing  the  eight  auxiliary  classrooms  as  approved 
locations  because  it  was  an  accurate  portrayal  of  what 
really  exists  and  axisjfcsd  at  %M  time  oj£  ifce  &CCEI 
(then  CNCE)  on-sjtft  evaluation.  The  on-site 
evaluation  team  actually  visited  three  auxiliary 
classroom  sites  as  part  of  the  visit,  one  of  which  was 
in  the  French  Embassy. 

Also,  since  CNCE  had  limited  involvement  with  schools 
with  Title  IV  recognition,  it  was  not  realized  that 
the  accreditation  approval  needed  to  list  the  various 
sites. 

The  Analytic  Self-Evaluation  Report  (ASER),  submitted 
prior  to  the  on-site  visit,  listed  the  external 
classroom  locations.  The  team  visited  three*  French 
Embassy,  Le  Pavilion,  and  El  Palacio. 

The  staff  feels  that  letter  is  misleading.  A 
review  of  the  original  1985  ASER  filed  by  the  School  clearly 
shows  that  only  two  of  the  eight  branch/auxiliary  sites  are 
listed  and  neither  were  visited  by  the  team.  This  casts  some 
doubt  on  Dr.  Dodd's  assurances  to  the  Department  that  the  eight 
new  locations  accurately  portray  what  "really  existed  at  the 
time  of  the  on-site  evaluation." 
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In  addition,  there  it  no  indication  in  the  site 
team  report  that  they  visited  the  French  Embassy,  Le  Pavilion 
and  El  Palacio.  Lastly ,  in  a  letter  from  Culinary  sent  to  Dodds 
on  April  28,  1988,  the  school  listed  all  of  its  past  and  current 
auxiliary  branches.  That  letter  clearly  indicates  that  five  of 
the  eight  locations  that  Dodds  assures  the  Department  were 
accredited  during  the  initial  1985  site  visit  were  not  used  by 
the  school  until  1986  at  the  earliest* 

The  stalf  was  unable  to  clarify  these  apparent 
misstatements  with  Dr.  Dodds  or  ACCET.  However,  the  Department 
explained  the  importance  of  this  disagreement  over  site 
accreditation  to  the  staff  in  a  recent  interview.  Apparently 
thousands  of  dollars  in  guaranteed  student  loans  hinged  on 
whether  these  locations  were  properly  accredited.  If  the  site 
had  not  been  accredited,  it  would  have  been  ineligible  and 
therefore  any  loan  processed  at  that  site  would  technically  be 
subject  to  possible  repayment  by  the  school. 

In  interviews  with  the  Department  the  staff  learned 
that  they  did  not  accept  Mr.  Dodd's  explanation  on  accreditation 
of  these  sites.  They  rejected  his  assertion  that  they  were 
accredited  in  1985  when  the  original  site  visit  was  performed. 
However,  they  did  recognise  their  eligibility  from  the  date  of 
the  April  29th  letter  from  ACCET  that  first  listed  them  as 
eligible*  When  questioned,  the  Department  staff  were  unable  to 
advise  the  Subcommittee  about  the  specific  consequences  of 
disallowing  these  auxiliary  sites  from  196?  to  1988* 

C)         DEPARTMENT  OF  EDUCATION 

The  staff  found  that  almost  from  the  start,  the 
Department  was  aware  or  should  have  been  aware  of  the  problems 
at  the  Culinary  school.  This  knowledge  should  have  led  to  the 
school's  removal  from  Title  IV  eligibility.  If  the  Department 
had  done  so,  the  taxpayer  as  well  as  hundred's  of  students  would 
have  been  saved  needless  expense. 

Apparently,  serious  problems  were  noted  in  the 
first  certification  review  report  on  Culinary  prepared  by  the 
Department  in  January,  1983*  In  that  report  which  closely 
followed  the  August,  1982  initial  approval  for  participation, 
the  site  team  found  that  the  school  was  operating  at  ineligible 
locations,  had  not  prepared  proper  financial  aid  material,  made 
misstatements  and  incorrectly  calculated  its  Pell  grant  awards* 

A  1988  audit  by  the  Department  of  Education, 
Inspector  General  noted  a  similar  pattern  of  problems  for  the 
period  of  1982  -  198$.  Some  of  the  highlights  of  its  review 
included t 

CSW's  first  IPA  audit  report  on  its  SFA  programs  was 
submitted  approximately  nineteen  months  late  and 
disclosed    that    there   were    significant    problems  in 
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CSW '  ■  administration  of  the  SFA  program*  and  that 
internal  controls  vera  »o  weak  that  material  error a 
could  occur.  Alio,  CSV  a  second  IPA  audit  report  on 
its  SPA  program*  was  aubmitted  approximately  five 
months  late  and  diacloied  that  significant  problems 
continued  in  CSW  a  administration  of  the  SPA  programs 
and  that  internal  controls  were  still  so  weak  that 
material  errors  could  occur. 

Testing  during  the  survey  phase  of  our  review 
disclosed  indications  of  deficiencies  in  the 
administration  of  all  SPA  programs  which  CSW 
administered,  and  many  of  these  deficiencies  could 
involve  significant  liabilities  to  the  U.S.  Department 
of  Education  (ED) . 

Because  CSW  did  not  have  written  policies  and 
procedures  for  administering  SFA  programs,  and  during 
our  review,  there  was  no  one  at  CSW  who  could  explain 
what,  if  any,  internal  controls  were  in  place  for 
administering  SPA  programs,  our  study  and  evaluation 
did  not  extend  beyond  this  preliminary  review. 

Based  on  the  results  of  our  review,  it  is  our  opinion 
that  CSV's  management  was  fully  aware  of  its 
noncompliance  with  SFA  regulations,  but  failed  to 
properly  administer  the  SFA  program  and  comply  with 
its  written  assurances. 

This  1988  report  raised  a  number  of  troubling 
issues  concerning  the  administrative  capabilities  of  the 
Department,  First  and  foremost  is  the  finding  by  the  Department 
of  management  problems  in  Culinary  that  apparently  had  not 
improved  over  time,  If  by  July,  1986,  the  end  of  the  on-site 
audit  review,  there  sr  .11  were  no  -policies  and  procedures-  nor 
any  person  who  could  explain  the  achool 4  s  program  for 
administering  the  student  loan  program,  one  wonders  when,  if 
ever,  there  would  be  since  this  would  be  over  three  years  after 
they  were  certified  as  eligible  to  receive  Title  IV  funding! 

Additionally,  this  report  raises  a  question  concerning 
the  responsiveness  of  both  the  Department  and  the  Inspector 
General  to  such  systemic  problems  in  the  school's  administration 
of  the  program.  The  1988  audit  report  was  initially  prepared 
during  1986  and  issued  in  draft  form  in  1987.  The  School  was 
permitted  to  respond  to  the  report,  which  it  did  so  in  July, 
1987.  Thus,  it  took  two  years  for  the  Inspector  General  to 
issue  his  final  report  in  February,  1988,  which  documented 
problems  occurring  six  years  before,  in  July,  1982  through 
December,  1985.  Clearly  such  a  gerious  problem  ahould  produce  a 
faster  response  especially  since  the  report  highlighted  default 
rates  of  481  in  1983  and  71%  in  1984. 
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Unfortunately,  the  school  continued  to  operate 
during  this  six  year  process  and  even  continued  to  operate  after 
its  release.  The  staff  was  unable  to  determine  what,  if  any, 
"response"  was  generated  by  these  findings  except  for  the 
levying  of  a  fine  of  $75,000.  We  have  no  record  of  this  amount 
being  paid  although  later  correspondence  to  the  Higher  Education 
Assistance  Foundation  (HEAP)  refers  to  payment  of  this  fine. 

The  Department  of  Education  was  also  aware  of 
serious  refund  problems  at  Culinary  identified  by  HEAF  in  1984, 
1985  and  1986*  These  problems  became  so  serious  that  HEAF  had 
to  take  immediate  action  to  suspend  Culinary  from  participation 
in  the  program  because  of  their  failure  to  pay  tuition  refunds 
of  nearly  $650,000.  The  implication  of  this  refund  problem 
becomes  clearer  when  the  staff  determined  that  the  HEAF 
guaranteed  loan  portfolio  at  that  time  was  only  about  $3,000,000 
based  upon  approximately  1,300  loans  (See  Inspector  General 
Alert  Memo  of  May  19,  1986).  This  meant  that  approximately  20% 
of  the  entire  loan  portfolio  were  not  being  refunded  properly , 
Although  we  did  not  have  the  data  to  determine  the  exact  amount, 
the  implication  clearly  remains  that  a  very  high  percentage  of 
all  the  refunds  were  not  being  made  by  the  school  during  this 
period.  HEAF ' s  findings  were  confirmed  by  the  school's 
independent  public  accounting  reports  of  1986  and  1988  and  the 
Inspector  General *s  audit  of  1988. 

Apparently  this  problem  persisted  until  the  school 
closed.  The  1990  Inspector  General  Inspection  team  found  not 
only  that  the  same  problems  still  existed,  but  also  that 
Culinary  had  back-dated  refund  checks  to  falsely  give  the 
appearance  that  the  refunds  were  being  made  timely.  A  similar 
occurrence  existed  in  the  school's  documentation  of  students' 
ability  to  benefit.  Problems  in  that  *rea  were  identified  by 
the  school's  Independent  Public  Account  (IPA)  in  1986  and  the 
Department  of  Education's  Office  of  Student  Financial  Assistance 
in  1989.  The  Inspection  Team  found  instances  where  ability  to 
benefit  test  results  were  not  available  and  other  instances 
where  test  results  were  misleading  bee  •  use  school  officials 
assisted  the  students  in  completing  the  test. 

There  is  no  indication  that  these  problems  ever 
resulted  in  the  removal  of  Culinary  from  the  Title  IV  program. 
Although  the  staff  was  told  that  the  school  was  eventually 
placed  on  a  M reimbursement "  schedule  in  1989.  This  action  was 
due  to  problems  with  the  Pell  grant  program.  This  schedule  did 
not  affect  the  school's  ability  to  admit  or  process  GSVs  which 
continued  until  its  closing  in  1990. 

Apparently  either  the  Department's  certification 
and  eligibility  staff  were  unaware  of  these  allegations  or  could 
not  do  anything  in  response  to  them.  When  interviewed,  the 
Headquarter ■ s  staff  of  the  Certification  and  Eligibility  branch 
indicated  that  even  if  they  had  known  about  these  problems,  they 
could  not   have  taken  action  against  the  school.     They  stated 
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that,  by  law,  they  are  limited  by  the  narrow  requirements  that  a 
school  must  fulfill  concerning  certification  and  eligibility. 
If  the  school  meets  them,  and  continues  to  do  so,  they  must  be 
certified  as  eligible. 

During  this  same  time  frame,  the  school  was  also 
subject  to  a  number  of  criminal  investigations.  Vhe  major 
investigation  was  conducted  by  the  Inspector  General  and  began 
Kp~1}  19,'  1985'  initially  based  upon  allegations  received  by 
the  Federal  Bureau  of  Investigation  (FBI),  the  investigation 
also  reopened  the  prior  and  concurrent  audit  work  of  the 
Inspector  General ,  HEAF  and  Cul inary • a  independent  publ ic 
accountants.  The  case  was  closed  on  October  3,  1988  without 
prosecution.  In  closing  the  investigation,  the  report 
concluded,  "an  Management  Implication  Report  was  not  prepared 
since  migmanaffgmm^f;  n^  found.  - 

Although  the  Subcommittee  usually  does  not  question 
the  prosecutorial  discretion  to  terminate  an  investigation,  the 
decision  noted  here  does  appear  to  contradict  almost  every 
investigation  and/or  audit  conducted  on  Culinary.  it  clearly 
f if f *  *n  f*co  of  the  February,   1988  Inspector  General  audit 

tnat  found  widespread  mismanagement  ana  concluded  that  the 
school  s  management  was  fully  aware"  of  it.  In  addition  it 
appears  to  have  been  contradicted  by  the  inspector  General's  own 
1990  inspection  team  that  stated: 

The  inspection  of  Culinary  SchooJ . . .identified 
patterns  of  misrepresentation  at  government  agencies 
and  noncompliance  with  program  requirements  by  the 
school.  The  serious  and  recurring  nature  of  the 
determination  discussed  in  this  report  demonstrates 
that  CStf  lacked  the  administrative  capability  to 
participate  in  the  Title  IV  programs. 

D)        VETERANS '  ADMINISTRATIS 

Vo,OPAnfl(    ^Xt\h°.ugh  fot  part  of  the  triad,  tlu,  actions  of  the 
nt   Administration    (V.A.j    in    regards    to    the  Culinary 
School   are   informative.     Although  the  Veterans'  Administration 

?S£S  °?happrTal  1°  the  SChooi   on  June  27'    198i'   *Y  October, 
\llr  f    ^  8tarA*d  *?  receive  serious  complaints.     On  October, 
final   notification  was   given  to   the  school   that  removal 

S£  #"  t0  takfen'  Due  to  the  schoDl  *«°ving  its  offices," 
the  formal  revocation  hearing  had  to  be  cancelled.  m  the 
interim,    another    site    visit,     revealed    continuation    of  the 

Sii^tf^J^«#Ch°°1-  By  K"Ch'  l986'  the  sch°o1  »**  once 
again  notified  of  a  new  revocation.     A   few  days  prior  to  the 

BCh0,°l  e?tered  into  ™  agreement  to  withdraw  its 
veterans'  approval.    Although  the  school  was  allowed  to  resubmit 

%LJ£P  n    f°r    renewa1'    *t    »*s    never    readmitted   to  the 

program. 
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The  actions  of  the  Veterans *  Administration 
presents  an  anomaly  in  our  current  federal  student  aid  system. 
One  branch  of  the  government,  in  this  case,  can  deny  a  school 
access  to  a  student  financial  aid  program  while  another  branch 
(the  Department  of  Education)  at  the  same  time  m  permits  its 
participation.  Although  grounds  for  admission  and  removal  are 
essentially  the  same  under  both  programs,  we  have  two  different 
results.  The  Veterans*  Administration  investigations  found 
similar  problems  to  those  uncovered  by  the  Department  of 
Education.  As  a  matter  of  fact,  the  Veterans1  Administration 
shared  all  of  its  information  with  the  Department  and  other 
agencies  including  the  FBI ,  0.C.  Licensure,  etc.  Nevertheless, 
the  veterns  Administration  removed  Culinary,  while  the 
Department  of  Education  kept  the  school  on  its  rolls  until  the 
school  closed  its  doors. 

V.  CONCLUSION* 

The  staff  review  of  the  Culinary  School  highlights 
significant  problems  in  how  the  federal  government  administers 
its  student  financial  aid  program.  In  all  likelihood,  the 
Culinary  school  should  never  have  been  certified  in  the  first 
phase,  Horeover,  had  proper  site  visits  had  been  conducted  by 
the  Department  of  Education  and  later  by  ACCET,  the  school's 
shortcomings  would  have  been  exposed  long  before  most  of  the 
damage  was  done  to  both  the  federal  purse  and  the  poor  students 
who  had  placed  their  misguided  trust  in  the  system. 

At  a  minimum  the  cost  to  the  federal  government  was 
approximately  $2  million.  This  figure  is  based  solely  upon 
HEAF's  statement  that  they  pstid  out  $2.4  million  in  default, 
claims  of  which  HEAP  had  to  pay  $500,000  and  the  taxpayer 
carrying  the  remainder  of  the  expense.  The  staff  does  not  know 
what  the  cost  will  be  from  the  defaults  that  other  guarantors 
had  to  pay.  In  addition,  there  are  approximately  300  student 
loan  borrowers  who  are  still  owed  refunds  by  the  school,  seme  of 
whom  attended  as  long  ago  as  1984.  The  amount  still  owed  to 
them  is  approximately  $150,000.  These  students  are  still 
obligated  by  law  to  pay  for  the  full  amount  of  the  loan  even 
though  Culinary  was  supposed  to  have  given  them  a  refund. 

The  case  study  also  exemplifies  the  problems  previously 
cited  about  "education  becoming  big  business . "  tike  too  many 
school  owners,  it  appears  that  Dr.  Kibarian  viewed  Culinary  more 
as  a  way  of  making  money  than  as  an  educational  institution. 
This  conclusion  is  readily  apparent  from  the  actions  of  Dr. 
Kibarian  since  Culinary* s  demise. 

The  staff  was  advised  that  during  the  summer  of  1990,  Dr. 
Kibarian  commenced  a  mass  mailing  of  schools  throughout  the 
country-  A  copy  of  his  flyer,  which  we  have  attached  as  an 
exhibit,  amounts  to  a  bold  solicitation  to  establish  a  new 
culinary  school.  Using  Culinary  School  stationary  and  listing 
himself  as  Chairman  of  the  Board,  Mr,  Kibarian  does  not  mention 
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his  recent  licensing,  accrediting  and  financial  problems  but 
rather  states: 

I  have  initiated  and  operated  a  chef's  training  school 
for  the  past  twelve  years  here  in  Washington .  As  of 
August,  1989,  we  had  as  many  as  600  students  with 
revenues  exceeding  six  million  dollars,  I  am  a  former 
university  president  and  tenured  professor  at 
Georgetown  University  and  have  been  a  director  of 
recruiting  for  over  ten  years. 

I  would  like  to  propose  that  we  establish  a  similar 
chef 1 s  training  program  on  your  campus .  We  will 
provide  rhe  curriculum  and  expertise,  and  can  assure 
you  a  minimum  of  100  students  for  the  first  year. 
They  could  not  only  aid  in  operating  your  cafeteria, 
but  could  also  take  some  of  your  existing  appropriate 
courses . 

Such  a  program  could  be  an  important  source  of 
revenue — X   can  assure  you  a  minimum  of   §500,000  net 

profit  the  first  year  and  $1,000,000  the  second  with 

almost  no  capital  outlay. 

Attached  to  the  letter  is  a  seven  page  prospectus  which 
shows  the  projected  income  and  profit  for  the  school.  It 
indicates  that  Dr.  Kibarian  expects  his  scheme  to  generate  $1.8 
million  in  gross  revenues  with  expenses  of  approximately 
$800,000.  This  leaves  profits  of  a  little  over  $1  million  to  be 
shared  on  approximately  a  60-40  basis  with  Dr.  Kibarian -s  share 
amounting  to  over  $400,000.  The  document  further  explains  that 
he  assumes  a  -buy-out"  by  the  institution  in  the  third  year  of 
operations. 

There  appears  to  be  no  legal  bar  to  Dr.  Kibarian  starting 
up  another  proprietary  school.  Moreover,  the  staff  has  been 
advised  that  he  is  also  not  prohibited  from  receiving 
certification  from  the  Department  of  Education  to  operate  a  new 
Title  IV  program.  However,  there  does  appear  to  be  a  potential 
misrepresentation  in  the  Doctor's  correspondence.  In  regards  to 
his  credentials,  we  have  learned  that  Dr.  Kibarian  has  no 
current  affiliation  with  Georgetown  University  nor  is  he 
currently  tenured  there.  Correspondence  dated  July  6th  from  the 
Provost' s  office  at  Georgetown  indicates  that* 

Actually,  Dr.  Kibarian  has  not  been  associated  with 
Georgetown  University  since  June  of  1967.  He  had 
taught  marketing  courses  in  the  School  of  Business 
Administration  from  September  of  1963  until  June  of 
1967,  and  was  given  tenure  as  an  Associate  Professor 
in  1966*  just  one  year  before  he  left  the  University. 

Just    last    week,    the    staff    became    aware    of  another 
mass-mailing    by    D* .    Kibarian   who    now    lists    himself    as  the 
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Chairman  of  the  Board  of  the  Culinary  School  of  Washington, 
Paris,  Rome  and  Beijing,  Inc,  This  mailing  is  again  a  proposal 
for  establishing  a  culinary  school  and  we  believe  was  sent, 
unsolicited,  to  a  large  number  of  proprietary  schools  throughout 
this  area.    In  it  he  states: 

Enclosed  is  a  proposal  :or  your  ovm  turn-key  cooking 
school ,  perfected  by  experience  and  proven  the  most 
profitable  new  prograsr  in  demand  by  students  and  a 
depress ion -proof  job  market. 

Financially  painless  for  you  to  start  because  we  do 
all  the  work,  and  the  tuition  is  in  your  hands  before 
students  start  the  program* 

Again,  Dr.  Kibarian  has  attached  a  prospectus  concerning 
the  projected  operations  of  the  school*  However,  in  the  mass 
mailing,  the  Doctor  encloses  an  already  signed  and  dated 
(September  3,  1990)  agreement  to  implement  the  chef's  program. 
This  agreement,  again  is  informative  about  how  the  attitude  of 
some  school  owners  appears  to  stray  from  the  original  focus  of 
the  triad*  This  document  is  nothing  more  than  a  marketing  tool 
and  with  the  exception  of  four  words  in  the  first  sentence, 
never  discusses  academics  or  educational  issues.  Highlights  of 
Dr*  Kibarian* s  latest  proposal  include* 

The  purpose  of  this  agreement  is  to  create  a  Chefs 
Program  for  you  that  meets  the  standards  of  academic 
excellence  and  is  financially  sound. 

The  specific  resources  provided  by  you  and  the 
schedule  of  payments  are  carefully  designed  to 
synchronize  with  the  program's  accomplishments,  toward 
the  common  goal  of  generating  a  class  and  the 
resulting  revenue. 

The  implementation  of  this  program  is  made  up  of  four 
stages t  The  final  stage  is  an  insurance  policy  to 
assure  continued  success  and  to  meet  any  emergency 
(such  as  a  Ha  member  quits"  in  the  middle  of  the 
semester),  review  and  bolster  recruiting  effort  to 
assure  a  continuous  flow  of  students.  In  essence,  the 
program  will  operate  as  you  envision  it,  and  if  you 
need  us  we  are  here * 

As  of  the  date  of  this  statement,  the  staff  has  no 
evidence  that  anyone  has  taken  up  the  Doctor  on  this  or  his 
other  proposal.  However,  based  upon  our  investigation,  no  doubt 
someone  will.  Unless  there  is  some  change  to  the  current 
student  financial  aid  system,  it  is  very  likely  that  if  the 
Subcommittee  ever  revisits  this  issue  again,  as  it  did  before  in 
1975,  we  may  once  again  be  using  the  Culinary  School  as  our  case 
study  of  its  problems* 
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LIST  OF  CHRONOLOGIES 

A.  Higher  Education  Assistance  Foundation  (HEAP) 
Chronology 

B.  Accrediting  Council  for  Continuing  Education 
and  Training  (ACCET)  Chronology 

C.  National  Association  of  Trade  and  Technical 
Schools  (NATTS)  Chronology 

D.  D.C  Licensing  Chronology 

E.  State  of  Virginia  Chronology 

F.  U.  S*  Department  of  Veterans*  Affairs  Chronology 

G.  U.S.  Department  of  Education  Chronology 
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HIGHER  EDUCATION  ASSISTANCE  FOUNDATION  (HEAP) 
CHRONOLOGY  OP  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 


June  5  -  6,  1984  HEAP  conducts  site  program  review  visit.  The  Site 
visit  uncovered  a  number  of  refunds  not  having  been 
made  and  students  receiving  loans  even  after  they 
had  dropped  out  of  school.  In  addition,  they  found 
that  t 

*  "The  manner  in  which  The  Culinary  School  of 
Washington  (CSW)  maintains  records  on  students 
makes  it  extremely  difficult  to  determine  the 
students '  experience  with  the  school .  The 
review  indicated  that  the  majority  of  student 
files  were  missing  at  least  one  enrollment 
agreement .  Many  files  were  also  missing  the 
school 1 s  copy  of  the  Guaranteed  Student  Loan 
application.  Piles  were  also  missing  academic 
transcripts.  The  result  of  this  made  it 
difficult  to  determine  which  semesters  students 
were  enrolled  and  which  semester  the  students 
actually  began  attending  Culinary  School." 

*  The  review  noted  that  some  students  who  were 
attending  Culinary  School  were  non-U. S. 
citizens. . .There  is  no  indication  that  the 
school  has,  in  fact,  verified  that  the  students 
are  eligible  to  receive  a  guaranteed  student 
loan.  ( Source t  Site  Visit  Report  and  letter  of 
7/12/84  to  CSW  from  HEAP) 

Apr.  25-26,  1985  HEAP  conducts  its  second  program  review  of  the 
school.  Although  it  notes  substantial  improvement 
since  1984,  it  also  finds  a  number  of  areas  of 
concern  including  a  very  high  cancellation  rate  fox* 
student  loans.  (Sojoxcs*  Site  Visit  Report  and 
letter  of  Kay  17,  1985  from  HEAF  to  CSW) 

HEAF  notifies  U.S.  Dept.  of  Education,  Office  of 
Audit,  inspector  General's  Office  of  11  students 
receiving  late  refunds  as  well  as  other  instances 
where  CSW  has  not  notified  its  lender  of  program 
wi  t  hdrawal  dates .  (  SgjaiES  *  February  2 ,  1986 
letter  of  Lynda  Irish,  Compliance  Specialist  to 
Sean  Malone,  Ed.  I.G.  Office  of  Audit) 

HEAF  notifies  CSW  that  it  intends  to  suspend  them 
from  participation  in  federal  student  loan 
program.  This  suspension  results  from  a  review 
that  i 
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*  'has  indicated  that  the  Culinary  School  has  paid 
refund*  extremely  late,  and  that  the  school  has 
failed  to  report  student  withdrawals  in 
accordance  with  the  regulations.  In  addition, 
former  employees  of  the  school  have  stated  that 
they  ware  instructed  to  falsify  information 
pertaining  to  the  Guaranteed  Student  Loan 
program,  and  that  they  were  instructed  to  keep 
student  as  enrolled  after  the  students 
withdrew.  Furthermore,  several  students  have 
disputed  the  signatures  on  these  loan  checks, 
causing  the  Foundation  to  question  the  validity 
of  those  signatures.*  (Saursa*  June  17,  1986 
letter  from  HBAF  to  CSW) 

Oct.  21 ,  1986  Limitation  agreement  signed  by  HEAP  and  CSW  whereby 
CSW  agrees  to  provide  tuition  refunds  to  former 
students  totalling  approximately  $550,000  plus 
interest  at  approximately  $15, 000/month.  ( Source r 
May  20,  1987  letter  from  HEAF  to  CSW. 

Nov,  6,  1986  HEAF  sends  Ron  Lipton  of  the  Dept.  of  Bd.  Division 
of  Certification  and  Program  Review  a  copy  of  the 
limitation  agreement  and  asks  for  copies  of  the 
criminal  and  civil  audits  by  the  Inspector 
General,  (SGUTSfi*  November  6,  1986  ltr.  from  HEAF 
to  ED) 

July  1987  Program  review  conducted  by  KEAF .      (Sfiuxcj*:  July 

27,  1988  letter  of  Michael  Nelson,  to  CSW) 

July  28,  1987  H£AF  advises  counsel  to  CSW  of  violations  of  the 
Limitation  Agreement  by  not  paying  current  refunds 
on  time.     It  concludes  by  stating: 

*  «X  have  been  operating  under  the  as.umption  that 
this  school  was  meeting  its  current  obligations 
on  refunds  and,  therefore,  this  subject  would 
not  be  an  issue.  However,  since  it  has  become 
an  issue,  I  no  longer  have  much  faith  that  the 
school  has  the  management  ability  to  monitor  and 
pay  the  currently  due  refunds." 

*  "You  need  to  inform  the  school  that  this  is 
absolutely  the  last  time  HEAP  will  tolerate  any 
late  refunds.  Should  the  subject  of  late  or 
unpaid  refunds  arise  again,  HEAF  will  without 
any  notice  to  the  school . . .exercise  its  ability 
to  summarily  terminate  the  school  from  the  HEAF 
programs.-  (Scjjrsflt  July  28,  1987  letter  from 
Gary  Musseiman,  Compliance  Officer  of  HEAF  to 
Ronald  Schwarts  of  White,  Fine  fc  Verville, 
Attorneys  at  Law) 
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Aug,  3,  1987  heap  advises  the  D.C.  Office  of  Consumer  and 
Regulatory  Affairs  that  CSW  is  current  in  its 
payments  and  has  to  date  paid  $136,533.23  to 
lenders  .  (SojtfES*  August  3,  1987  Ur,  of  Ann 
Scott,  Compliance  Analysts  of  HEAP  to  Oliver 
Johnson } 

June  6-7 ,  1988  Program  review  conducted  by  HEAF  finds  serious 
problems.    The  review  noted  that? 

*  "...the  institution  continues  to  have  serious 
problems  and  administrative  errors  in  its 
handling  of  the  student  loan  program.  The 
school  also  continues  to  demonstrate 
noncompliance  with  the  terms  of  the  Limitation 
Agreement  entered  into  in  October,  1986.  The 
findings  range  from  improper  loan  disbursements 
and  late  student  loan  refunds,  to  inaccurate, 
inconsistent  record  keeping  methods  " 

*  "The  findings  of  this  review  seriously  question 
the  institution's  ability  to  provide  the> 
required  internal  controls  as  well  as  its 
ability  to  properly  administer  the  Guaranteed 
Student  Loan  program*" 

*  "After  reviewing  the  financial  aid  files 
selected  during  the  review,  it  is  apparent  that 
CSW  has  consistently  certified  and  forwarded  to 
HEAP  student  loan  applications  prior  to  the 
student  attending  class. " 

*  "Our  review  found  that  there  was  no  apparent 
effort  on  CSW's  part  to  withhold  the  endorsement 
of  student  loon  checks,  whenever  possible,  the 
checks  were  endorsed  and  deposited  upon  receipt 
from  the  lenders." 

*  "The  Culinary  School  continues  to  be  late  in 
making  required  refunds." 

*  "Until  the  date  of  HEAP'S  Program  Review,  the 
Culinary  School  had  failed  to  provide  HEAP  the 
required  copies  of  correspondence  to  and  from 
the  Office  of  Inspector  General  of  the 
Department  of  Education  regarding  its  past 
audit.  Upon  HEAP  *  s  request,  the  report  and  the 
school's  response  were  provided.'* 

*  "Furthermore,  in  reviewing  the  Culinary  School's 
response,  several  instances  occur  in  which  the 
school  claims  to  be  representing  HEAP 1 s 
position.  HEAP  did  not  make  the  following 
statement i 
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Jan.  30,  1989 
March  3,  1989 


March  10,  1989 


*  ■ Higher  Education  Assistance  Foundation 
(HEAF)  officials  have  expressed  that  CSW  is 
its  most  admirable  example  of  a  school  that 
has  conquered  the  circumstances  that  created 
GSLP  problems  by  allowing  the  system  to 
work . 1 " 

*  "Secondly, 

♦  'Through  HEAP  the  School  has  made  exemplary 
progress  in  its  defined  payback  program.  The 
CSW  has  maintained  excellent  compliance  with 
its  HEAF  agreements. 

*  "The  previously  cited  violations  show  this  to  be 
incorrect,  Finally,  in  closing  CSW  states  to  the 
Inspector  Generals 

#  *  HEAF  and  CSW  believe  that  for  all  findings 
and  most  recommendations  that  monies  have  and 
are  continuing  to  be  provided.*** 

*  "Again,  HEAF  cautions  CSW  in  taking  liberties 
in  representing  HEAF  in  any  form  of 
correspondence . * 

*  "Since  the  signing  of  the  Limitation  Agreement, 
CSW  has  undergone  a  required  two-year 
non-federal  audit*  HEAF  had  not  received  either 
a  copy  of  this  audit  or  the  institution's 
required  response  until  the  date  of  the  June  6th 
program  review."  f gourcet  Letter  of  July  27, 
1988  from  Mike  Nelson,  HEAF  Compliance 
Specialist  to  CSW) 

HEAF  writes  to  CSW  concerning  their  response  to  the 
program  review  audit.  (Sources  January  30,  1989 
letter) 

Meeting  at  HEAF  offices  between  Barkev  Kibarian  and 
Richard  C.  Hawk,  Chairman  of  Board  of  HEAF  to 
discuss  open  issues  from  June  '88  review. 
(££UX£e.t     April  6,  1989  letter  to  CSW) 

Senator  Paul  Simon  writes  to  Richard  C.  Hawk, 
Chairman  of  the  Board  of  HEAF  at  Barkev  Kibarian' s 
behalf  suggesting  that  he  meet  with  Kibarian  to 
discuss  the  January  30,  1989  letter  of  HEAF  to 
CSW.  {SfiilT£fif  March  10,  1989  letter  from  Senator 
Simon  to  Hawk) 
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March  15,  1989 


April  6,  1989 


April  6,  1989 


June  10,  1989 


July  31,  1989 


Sept.   13,  1989 


Nov.  3,  1989 


Nov.  9,  1989 


Sarah  D.  Malm,  Legislative  Assistant  to  Senator 
Simon  corresponds  to  Robert  Hanrahan,  consultant 
and  agent  for  CSV  that? 

•  "Thank  you  for  your  note.  I  have  notified 
Senator  Simon's  Administrative  Assistant,  Floyd 
Fithian,  of  the  offer  to  host  a  fundraiser.  Mr. 
Fithian  should  get  in  contact  with  you 
directly. " 

•  "I  have  enclosed  a  copy  of  the  letter  sent  to 
Richard  Hawk  per  your  request.* 

•  '•Let  me  know  if  I  can  be  of  f  ur  thor 
assistance."  (ffourcet  March  15,  1989  letter 
from  Maim  to  Kanrahan) 

Richard  Hawk  adviaes  Senator  Simon  of  the  recont 
meeting  he  had  with  Barkev  Kibarian,  Robart 
Hanrahan  and  Ray  fennel  and  provides  hia  with  a 
copy  of  his  April  6  letter  to  Kibarian.  ( Source* 
April  6,  1989  letter  to  Senator  Simon  from  Hawk) 

Richard  Hawk  advises  Kibarian  of  results  of  the 
compliance  staff's  review  of  the  issues  raised  at 
the  March  29th  meeting*  (£fiux££s  April  6,  1989 
letter  to  Kibarian  from  Hawk} 

Culinary  School  asks  HEAT  to  stagger  their  payment 
because  the  Department  of  Education  has  fined  them 
as  the  result  of  an  audit.  (SauxSfi*  letter  of 
June  10,  1989) 

KEAF  agrees  to  lower  payment  from  $15,000  to  $7,000 
per  month  from  July  -  December,  1989  in  return  for 
CSW  paying  $20,000  per  month  from  January,  1990 
onward.     ( ftourcet     letter  of  July  31,  1989} 

HEAF  advises  CSW  that  since  October,  1986  CSV  has 
made  payments  of  $509,739.36  in  refunds  and  excess 
subsidies  to  Department  of  Education.  ( S£U££Q  * 
letter  from  Ann  Scott,  KEAF  to  Hamid  Tabatibai, 
CSW) 

Senator  Simon  writes  to  Mr.  Hawk  and  urges  him  to 
consider  rescheduling  CSW's  monthly  payment  to  not 
exceed  the  $7,000  a  month  it  is  currently  p  yin7- 
(Sojircja*  letter  of  November  3,  1989  from  Senator 
Simon  to  Mr.  Hawk) 

Senator  Simon  advises  Myrna  Dworksy,  a  former 
Culinary  School  employee,  that  he  was  not  aware  of 
Culinary 's  problems.    He  states i 
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Nov.   20,  1989 


Nov.  22,  1989 


Nov.   29,  1989 


Dec.  20,  1989 


Feb.   14,  1990 


"Dear  Friend t 

Many  thanks  for  your  thoughtful  note,  which  arrived 
the  evening  before  my  breakfast  Meeting. 

X  was  not  aver*  of  these  problems,  and  I  appreciate 
your  calling  them  to  my  attention. 

I  believe  X  handled  myself  carefully. 

X  do  believe  that  proprietary  schools  can  stake  a 
significant  contribution  to  the  nation,  but  there 
have  been  abuses  from  time  to  time, 
unfortun**^**,  -  (Sfiyjccfli  Letter  of  November  9, 
1989  from  Senator  Simon  to  Hyrna  Overs  icy) 

Mr.  Hawk  advises  Senator  Simon  that  HEAF  can  not 
agree  to  the  $7,000  level  but  is  willing  to  alio* 
the  school  to  return  to  its  previous  level , 
$15,000,  beginning  January  1,  1990,  rather  than  the 
$20 ,-  000  payment  previously  agreed  to.  ( Source  t 
November  20,  1989  letter  from  Mr*  Hawk  to  Senator 
Simon} 

Wendie  Doyle,  Assistant  Vice  President  for  HEAF, 
advises  Kibarian  of  the  substance  of  the  November 
20,  1989  letter  to  Senator  Simon,  (Sttuxcsr 
November  22,  1989  letter  from  Doyle  to  Kibarian) 

CSV  suggests  to  HEAF  that  their  loan  repayments 
remain  at  the  lower  $7,000  amount  per  month  because 
of  a   recent   payment   of   $75,000   to  Department  of 

Education  and  "an  embe«lement  by  one  of  our  former 
employees.'  (££U£££t  November  29,  1989  letter 
from  Hamid  Tabatabei  to  Wendie  Doyle) 

HEAF  agrees  to  forbear  payments  until  March  1st 
when  it  will  commence  at  the  rate  of  $15,000  per 
month.  (££ux£gr  December  20,  1989  letter  from 
Doyle  to  Tabatabai) 

HEAF  files  a  bankruptcy  claim  in  the  amount  of 
$1*6,292.03  for  student  loan  refunds  plus 
approximately  $50,000.00  in  interest  charged  to 
students  by  lenders  and  "excess  federal  subsidies" 
pursuant  to  11  U.S,C,  1078  (total  requested  is 
$196,292.03).  (Sfiuj&ej  Proof  of  Claim  of  HEAF 
filed  in  case  No.  90-00015) 
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ACCREDITING  COUNCIL  FOR  CONTINUING  EDUCATION  fc  TRAINING  (ACCET) 
CHRONOLOGY  OF  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 


Dr.  Jam**  Grey,  Academic  Consultant,  Culinary 
School  of  Washington,  telephoned  the  Council  for 
NonCollegiate  Continuing  Education  (former  name  of 
ACCET)  concerning  accreditation.  (Sour eft*  Inquiry 
Log  of  CNCE  dated  5/10/85) 

Inquiry  Log  has  the  following  notations t 

*  'Placement  is  95%  grad  class " 

*  *  12  full -time  instructors" 

*  "Simulations,  $1  million  kitchen* 

*  "NATTS,  looking  for  double  accreditation" 

*  in  response  to  the  question  of  why  is  the 
organization  seeking  accreditation  by  the 
CNCE?  is  the  notation*  *in  case  of  other  to 
change."     (Source?  Ibid) 

Materials  for  accreditation  are  sent  to  CSW. 
(SfiiUSSi  5/10/85  letter  of  Debbie  De  Vries) 

James  Gray  submits  application  for  accreditation  to 
CNCE  and  forwards  a  $300  check  to  start 
accreditation  process,  stating  that* 

*  "The  school  is  anxious  to  begin  the 
self-evaluation  as  soon  as  possible*.  (Source* 
5/21/85  letter  of  Gray  to  De  vries) 

June  21 ,  1985  Analytic  Self -Evaluation  Report  ( ASER)  is  completed 
and  signed  by  Mary  Ann  Kibarian  as  President  of 
CSW,  including  financial  statements  for  1983  and 
first  6  months  of  1984.    They  indicated? 

*  12/31/1983  —  Revenues  of  $938,009 

*  Expenses  of  $771,136 

*  6/30/84  —  Revenues  of  $684,239 

*  Expenses  of  $566,841 

June  28-29,  1985  Site  visit  of  Culinary  School  conducted  found  no 
major  problems  with  the  school  and  commended  the 
school   on   its  management,   curriculum  and  student 
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Kay  10,  1985 


Kay  10,  1985 


May  10,  1985 
May  21,  1985 
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July  15,  1985 

July  26,  1985 

August  19,  1985 

Dec  .6,  1985 

Dec.  11,  1985 

1987-1988 
Jan.  27,1988 

Feb.  29,1988 
April  13,  1988 


records  filing  system.  Sites  visited  vn  1050 
Connecticut  Ave.,  N.fh,  Washington,  d.C.  (Sfiiircmi 
CNCE  Examination  Team  Report ) 

Audit  financial  statement  of  CSW  indicates  that  for 
the  year  ending  December  31,  1984  the  CSV  hadt 

*  Net  Revenues  —  $1,182,553 

*  operating  Expenses  ~  $1,290,600 

*  Net  Incoee  (Loss)  —  ($75,988) 

(Senses*  July  15,  1985  report  of  Laurence  Larry, 
CAP,  found  in  the  ACCET  files  of  CSW) 

CNCB  advises  Dept.  of  Ed.  of  CSVs  accreditation  to 
be  effective  on  July  18,  1985  for  1050  Connecticut 
Ave.,  N.W.,  Washington,  D.C .  f Source i  Letter  of 
Larry  Dodds  dated  7/26/85) 

CNCB  notifies  Culinary  that  they  have  been  granted 
accreditation  for  a  period  of  5  years  until  August 
31,    1990.      (SfiUECfi*     letter  of    8/19/85   of  Larry 


CSW  notifies  CNCE  of  change  of  their  office  to  1601 
Connecticut     Ave.,     N.W.       (Sfiurcj**       letter  of 

12/6/85) 

CNCE  approves  the  new  location  without  any  record 
of  a  site  visit.  (SaUECfi*  letter  of  12/11/85  from 
Larry  Dodds  to  Dept.  of  Education) 

A  series  of  complaints  by  students   and   staff  are 

processed  by  ACCET  for  review  and  resolution. 

Dept.  of  Education  ^dvLm&d  CSW  that  none  of  its 
auxiliary  classrooms  are  eligible  for  the  federal 
student  aid  program,  it  references  a  letter  to  CSW 
concerning  these  auxiliary  classrooms  dated  9/4/86 
to  which  they  have  not  yet  received  a  response. 
(Spurges    1/27/88  letter  of  Lois  Xoore  to  Kibarian) 

CSW  responds  to  Dept.  of  Ed.  by  stating  that  they 
never  received  the  1986  letter  and  enclose  approval 
for  the  auxiliary  classrooms  from  D.C.  Licensure 
and  ACCET.  CSW  also  claims  that  ACCET  does  not 
give  separate  approvals  for  auxiliary  classrooms 
but  includes  a  blanket  approval.  (SciucjU  2/29/88 
letter  of  Melany  LaCount  to  Lois  Moore) 

Lois  Moore  notifies  CSW  that  only  the  main  campus 
located  at  1601  Connecticut  Ave.,  N.W.  is  eligible 
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April  28,  1988 


April  29,  1988 


April  29,  1988 


and  the  other  two  locations  become  ineligible  on 
Harch  13,  1987  when  CSV  informed  the  Department 
that  CSW  had  withdrawn  from  'NATT3  accreditation. 
She  statu  t 

*  -You  wer#  not  notified  earlier  of  the 
ineligibility  of  these  locations  because  the 
Culinary  School  is  also  accredited  by  the 
Accrediting  Council  for  Continuing  Education 
and  Training  (ACCET)  formerly  the  Council 
for  Non-collegiate  Continuing  Education. 
However  were  recently  informed  by  ACCET 
that  the  .-.ope  of  their  accreditation  extends 
only  to  the  main  campus  of  the  Culinary 
School.  Contrary  to  your  statement  in  your 
February  29,  1388,  letter  to  me,  ACCET  does 
issue  separate  accreditation  approvals  for 
auxiliary  classroom  locations-"  (SsiUXfi* 
letter  of  April  13,  1988  to  CSW) 

CSW  advises  Larry  Dodds  of  the  history  of  its 
classroom  facilities  and  indicated  that  they  were 
used  for  the  following  periods* 

*  Ascot  Restaurant  3/85  -  present 

*  Washington  Post  5/85  -  present 

*  Logan  3/86  -  present 
Blue  Plains  7/87  -  present 

*  Washington  Times  1/85  -  present 

*  National  Lawyers  Club  2/87  -  present 

*  Shaw,  Potts,  et.al.  7/87  -  present 

*  Int'nl  Food  Empor*  *un         7/87  -  present 


La  Count } 


April    28,    1988    letter    to    Dodds  from 


ACCET  approves  the  relocation  of  CSW4s  main  campus 
to  1  Farragut  Square,  South/  1634  I  St.,  N.W. 
Records  do  not  indicate  any  site  visit.  CSsyjccet 
letter  from  ACCETT  to  CSW) 


ACCET  advises  CSW  that  eight  auxiliary  classrooms 
are  considered  accredited  as  part  of  the  main 
campus*  accreditation-  No  record  of  any  site  visit 
for  these  locations.    The  locations  aret 

*  Ascot  Restaurant 
1708  L  Street,  N.W. 
Washington,  D.C.  20036 

*  Washington  Post 

225  Virginia  Avenue,  S-E. 
Washington,  D.C.  20061 
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May  4,  1988 
Kay  16,  1988 
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*  Logan  Building 
(D,C.  Facility) 

3rd  fi  G  Streets,  N.E. 
Washington,  D,C,  20002 

*  blue  Plains  Treatment  Facility 
(D.C,  Facility) 

5000  Overlook  Drive,  S.W. 
Washington,  D.C.  20032 

*  Washington  Times 

3600  New  York  Ave.,  N.E. 
Washington,  D.C.  20002 

*  Federal  Lawyers  Club 
1315  H  Street,  N.W. 
Washington ,  D.C*  20006 

*  Shaw,  Potts,  et.  al. 

Law  Firm 
2300  N.  Street,  N.W. 
Washington,  D.C.  2QQ37 

*  international  Food  Emporium 
1875  Connecticut  Avenue,  N.W. 
Washington,  D.C.  20009 

April  29,  1988  letter  to  CSW) 

ACCBT  notifies  CSW  of  approval  for  an  auxiliary 
classroom  at  the  Holiday  Inn  -  Fair  Oaks,  Fairfax 
VA,  No  record  of  a  site  visit.  ( Source t  Kay  4, 
1988  letter  to  CSW) 

ACCBT  advises  Dept  of  Education  of  the  recent 
approval  of  the  eight  auxiliary  classrooms.  in  it 
Larry  Dodds  indicates  thatt 

*  "First,  let  ae  assure  you  that  ACCBT  issued  the 
letter  listing  the  eight  auxiliary  classrooms 
as  approved  locations  because  it  was  an 
accurate  portrayal  of  what  really  exists  and 
existed  at  the  time  of  the  ACCBT  (then  CNCS) 
on-site  evaluation*  The  on-site  evaluation 
tea*  actually  visited  three  auxiliary  classroom 
sites  as  part  of  the  visit,  one  of  which  was  in 
the  French  Embassy," 

*  "Also,  since  CNCE  had  limited  involvement  with 
schools  with  Title  IV  recognition,  it  was  not 
realised  that  the  accreditation  approval  needed 
to  list  the  various  sites.* 
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*  "In  the  case  of  the  Culinary  School  of 
Washington,  Ltd. ,  the  fact  that  they  needed 
CNCE  to  list  the  sites  never  became  an  issue 
since  they  had  NATTS  accreditation.  Had  the 
school  not  bean  accredited,  this  oversight  on 
CNCS'*  part  would  have  been  discovered*" 

*  "The  Analytic  Self -Evaluation  Report  (ASER) , 
submitted  prior  to  the  on-site  visit ,  listed 
the  external  classroom  locations  *  The  team 
visited  threes  French  Embassy,  h*  Pavilion, 
and  El  Palacio. " 

*  "I  am  pusseled  by  the  in-depth  nature  of  your 
letter  and  pursuit  by  the  U.S.  Department  of 
Education  in  what  appears  to  be  an  easily 
resolvable  and  justifiable  situation. " 

*  "Is  there  something  else  in  the  background 
about  which  I  need  to  be  apprised?  If  so,  I 
believe  the  time  has  cotie  to  share  it  with  me. 
X  f  not ,  I  have  a  difficult  time  trying  to 
understand  why  there  appears  to  be  a  1  major 
error',  on  the  part  of  the  echooi  or  ACCET . " 

{N.B.  a  review  of  the  ASER  prepared  by  CSW  at  the 
time  of  the  initial  accreditation  only  lists  two  of 
the  eight  auxiliary  sites;  the  ASCOT  Restaurant  and 
Washington  Tiroes*  There  is  no  indication  in  the 
site  teaa  report  that  the  French  Embassy,  hm 
Paviliion  and  El  Palacio  were  visited  by  the  site 
evaluation  team.  Moreover,  they  are  not  included 
in  the  new  auxiliary  site  list  of  1988.)  (S£U£Cjtf 
Kay  16,  1988  letter  and  records) 

Larry  Dodds,  President  of  ACCET  writes  to  Ray 
Pennell  Executive  Vice  President  of  CSW  concerning 
another  letter  requesting  further  clarification  of 
their  auxiliary  sites.    He  stated  that* 

*  *  I     am     having     a     very     difficult  time 

understanding  why  the  U.S*  Department  of 
Education  i»  having  so  much  difficulty  with 
this  arrangement.  A  similar  arrangement 
existed  when  the  institution  was  accredited  by 
the  National  Association  of  Trade  and  Technical 
Schools  (NATTS)?  I  was  unaware  of  a  problem 
with  eligibility  of  any  of  the  sites  during 
that  tenure.  Why,  now,  is  there  a  sudden 
problem?  Are  there  some  facts  or  pieces  of  the 
pussle  that  are  not  being  shared  with  ACCET? 
Or,  is  the  Department  being  unreasonable  in  the 
area  of  detail  about  this  issue?  Or,  is  it 
both  based  upon  the  tost%  IS  ggfiUvg'  hltttcry 
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Q&  %h*  overall  operation  of  the  CttliMgg 
institution?" 

-One  example  that  has  been  followed  repeatedly 
by  the  Culinary  School  of  Washington,  Ltd.  is 
not  dating  correspondence*  This  is  done  on  a 
regular  basis;  although  not  intentional ,  it  is 
unusual  *  * 

"All  future  correspondence  of  the  institution 
must  be  dated  * " 

"Furthermore,  as  you  know,  I  and  ACCET  members 
have  spent  hours  on  this  particular  project 
alone.  In  addition,  the  time  spent  on  the 
various  written  complaints,  following  up  on  TV 
station  stories ,  responding  to  other  U.S. 
Department  of  Education  queries  (whether 
justified  or  not),  questioning  *on  the  line* 
advertising  and  recruiting  practices  and  other 
similar  issues  have  worn  heavily  on  the 
patience  that  can  be  endured  by  an  accrediting 
agency. " 

"It  is  time  for  Culinary  School  of  Washington, 
Ltd,  to  sit  back  and  assess  its  total  operation 
to  see  in  what  way,  if  any,  it  is  failing  or  is 
"minimally"  meeting  the  high  standards  required 
for  accreditation.  If  such  an  analysis  reveals 
everything  to  be  in  average,  above  average  or 
exemplary  in  nature,  that's  great," 

"If  on  the  other  hand  you  find  areas  in 
admissions,  recruitment ,  advertising, 

management,  personnel,  financial  practices  and 
stability  recordkeeping  and/or  student  and 
client  satisfaction  (just  to  name  a  few)  that 
need  attention,  then  a  definite  plan  to  improve 
must  be  developed;  this  must  be  done 
immediately  I  * 

"There  are  rumors  continually  being  generated 
from  Washington,  D.C*  about  this  institution. 
In  fact,  the  pipeline  for  this  type  of 
information  is  better  than  from  Capitol  Hill. 
The  latest  has  the  headquarters  moving  out  to 
Northern  Virginia  to  the  Fair  Oaks  location  and 
declaring  that  as  the  main  campus;  some  say 
that  is  to  take  advantage  of  Virginia  licensing 
and  for  their  reasons.  If  there  are  future 
moves  planned  or  changes  of  any  type  for  which 
ACCET  approval  is  needed  (and  there  are  not 
many  excluded)  I  suggest  you  contact  ACCET 
before  you  begin,  so  that  improper  assumptions 
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Nov.  20,  1988 

Jan.  9,  1989 
Feb.  22,  1989 

May  15,  1989 

June  8,  1989 

June  23,  1989 


of  approval  are  not  made."  (S9jiE££*  Letter 
dated  August  10,  1988  from  Larry  Dodds  to  Ray 
pennell) 

ACCBT  receive*  a  complaint  concerning  false 
advertising  by  CSW  wherein  they  claim  to  be 
operating  in  Maryland,  (5oju££e.r  letter  of 
November  20,  1988) 

ACCET  advises  coaplaintant  that  they  have  contacted 
the  school  to  get  a  written  response.  (Spjtffift* 
letter  of  January  9,  1989) 

ACCET  notifies  CSW  of  approval  of  auxiliary 
classrooms  at  Dulles  Airport  and  Chefs  Restaurant 
in  Washington.  No  record  of  a  site  visit  for 
either  location.  (Sfiuxca*  letter  of  February  2, 
1989) 

ACCET  receives  complaint  alleging  fraud, 
mismanagement  and  other  irregularities  from  a 
number  of  students  and  former  employees.  (Sourest 
ACCET  files  and  letter  of  May  25,  1989  from  Larry 
Dodds  to  Mary  Ann  Kibarian) 

Janie  Wheeler  of  ACCET  is  contacted  by  John  Mint* 
of  the  Washington  Post  concerning  allegations 
against  CSW>  She  also  advises  Mary  Ann  Kibarian  of 
possible  story.  (geurfcst  June  8,  1989  memorandum 
from  Jancie  wheeler  to  file) 

Barkev  Kibarian  writes  to  Lary  Dodds,  President  of 
ACCET  and  states  t 

*  "You  will  be  happy  to  know  that  the  fund 
raising  for  Senator  Paul  Simon  is  moving  along 
very  successfully.  I  have  already  received 
checks  for  the  amount  of  $2000  from  individuals 
to  be  co-sponsors.  Ail  of  these  donations  have 
been  personal.  it  requires  $2000  to  be  a 
co-sponsor?  a  $1000  gift  and  4  $250  tickets. 
Individual  purchases  of  tickets  are  also  moving 
along. * 

*  "When  this  fund-raiser  is  completed,  X  would 
like  to  suggest  that  we  raise  a  $1  million- 
endowment  for  CEA/ACCET.  This  endowment  would 
give  a  sense  of  permanency.  If  this  concept 
would  meet  the  approval  of  your  board,  I  would 
be  very  happy  to  spearhead  the  drive  and  have 
no  doubt  that  we  could  raise  it  within  one  year 
of  the  Simon  fund-raiser . H 
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Jan.  4,  1990 
Jan.  5,  1990 
Jan.  8,  1990 

Jan.  8,  1990 
Jan.  17,  1990 


*  "In  the  meantime ,  Ray  has  brought  it  to  my 
attention  that  ha  has  requested  a  letter  from 
you  to  be  sent  to  J&on  Buxal-  The  timing  has 
reachtd    A   IfiOU   Qt   urgency    and    I    would  be 

grateful  if  you  cauld  sand  tha  Is&i&z  fealfira 
Jxlx  ith  Holiday.* 

*  "We  enjoyed  having  may,  with  us  and  since  her 
German  is  so  good  she  eay  wish  to  be  with  us  at 
the  graduation  at  the  embassy."  (SflttESgt 
letter  of  June  23,  1989  fro»  Barkev  Kibarian  to 
Larry  Dodds) 

Jaine  Wheeler,  vice  President  of  ACCET,  advises 
Mary  Ann  Kibarian  of  the  fact  that  the  file  is 
still  open  concerning  a  numbar  of  complaints 
pending  a  final  report  from  Director  Stone  of  D.C. 
Licensure.  (SfilUSfl*  October  12,  1989  letter  to 
Mary  Ann  Kibarian) 

ACCET  receives  package  of  information  from  Virginia 
Department  of  Education  concerning  allegations 
surrounding  Richmond  location,  (Source*  files  of 
ACCET) 

Jaine  Wheeler  advises  Larry  Dodds  that  ACCET  should 
issue  a  Show  Course  order  to  CSW  based  upon  these 
allegations.  ( Source t  Memorandum  of  January  5, 
1990}  *  ' 

Fax  from  Roger  William  of  CEA  of  ACCET  office  to 
Larry  Dodds  concerning  a  Washington  Post  article  of 
January  8,  1990  in  which  he  states t 

*  "You  may  wish  to  act  quickly  on  the  growing 
debacle  that  is  underway.  This  is  not  only  a 
tragedy  for  the  students  but  a  potential  blowup 
for  ACCET  as  well,  can  we  assure  anyone  at  DOB 
that  we  are  on  top  if  it?  who?  when?  How?* 
(££iir££t  rax  dated  January  8,  1990  from  Roger 
William  to  Larry/Gary) 

Larry  Dodds  advises  CSW  of  the  issuances  of  a  show 
cause  order.  (£o_ur££:  January  8,  1990  letter  from 
Dodds  to  Kibarian) 

ACCET  site  evaluation  team  is  scheduled  to  visit 
CSW.  This  site  visit  was  postponed  pending  the 
bankruptcy  filing.     (Souycgi  ibid) 
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NATIONAL  ASSOCIATION  OF  TRADE  AND  TECHNICAL  SCHOOLS  ( NATTS ) 
CHRONOLOGY  OF  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 

Apr*  8,  1982  initial  Accreditation  of  Executive  Gourmet  Chef 

program.  (Source*  Letter  from  Culinary  School 
of  Washington  Atty.  Stephen  Matthews  to  Dorothy 
Fenwick,  Apr.  1G,  1989) 

May,  1984  Catering  program  accredited.     ( Source t  Ibid.) 

Hay,  1984  NATTS     office     begins     to     receive  complaints 

concerning  CSW.  Because  of  their  severity,  the 
Executive  Committee  of  the  Commission  directs 
that  a  special  visit  be  conducted.  ( Source t 
Memo  from  Mary  Drarper  to  the  Accrediting 
Commission,  Dec.  14,  1984} 

Dec.  4,   1984  Site  visit  of  CSW  finds  26  serious  concerns  or 

potential  problems  vs.  four  favorable  comments* 
Some  of  the  findings  were  r 

*  CSW's  promotional  literature  represents  it  as 
a  credit -hour  school;  however,  documents 
submitted  to  NATTS  specify  that  the  school  is 
on  a  clock~hour  basis* 

*  Enrollment  agreement  includes  no  provisions 
for  increasing  tuition,  A  sampling  of  files 
following  the  increase  in  tuition  after  8/1/83 
shows  that  many  students  signed  enrollment 
agreements  when  the  total  cost  of  the  program 
was  $6,Q00  prior  to  the  increase  of  8/1/83, 
yet  they  are  required  to  pay  the  increase* 

*  While  the  school  is  required  to  submit  forms 
for  separate  classroom  facilities,  those  on 
file  with  NATTS  do  not  match  present 
facilities  being  used  by  the  school  as 
separate  classrooms. 

*  Numerous  instructors  and  students  complain 
that  renovations  and  the  odor  of  raw  sewage 
make  learning  conditions  very  difficult  at  the 
Shoreham  Hotel. 

*  A  high  rate  of  staff  turnover. 

*  Of  12  random  files  selected,  all  are  missing 
required  data ,  such  as  high  school  diplomas 
(10  files),  enrollment  agreements  (six  files), 
etc. 
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A  random  sampling  of  15  student  file*  from 
class  starting  Sept,  22,  1984,  shows  eight 
students  lack  a  high  school  diploma,  four  lack 
an  enrollment  agreement ,  12  lack  a  doctor •  a 
letter,  and  10  lack  a  letter  of  acceptance. 

It  is  unclear  to  the  visiting  team  who  has 
ultimate  accountability  for  the  files,  which 
are  divided  among  three  areas  s  registrar, 
accounting,  and  academic .  Ho  one  person  is 
willing  to  acknowledge  final  accountability. 

School's  literature  specifies  that  only  high 
school  graduates  are  eligible  for  acceptance 
into  the  program.  However,  visiting  team 
finds  numerous  files  of  non-high  school 
graduates,  who  not  only  have  been  admitted  to 
the  program,  but  who  have  files  lacking 
documentation. 

School's  policies  on  attendance  and  tardiness 
do  not  appear  to  be  educationally  sound.  No 
limits  £re  placed  on  tardiness  or 
absenteeism.  Many  students  who  have  not 
attended  classes  for  up  to  three  or  four 
months  still  appear  in  the  active  files,  thus 
preventing  refunds  from  being  made  on  time. 
The  system  is  inherently  defective  and 
requires  total  reorganization. 

Due  to  the  visiting  team's  inability  to 
determine  when  students  are  dropped  or  when 
their  last  date  of  attendance  is,  it  is 
difficult  to  determine  if  refunds  are  made 
within  30  days.  A  sampling  of  files  on 
dropped  students  does  not  have  any  evidence 
that  refunds  have  been  made  within  30  days. 

Descriptions  in  promotional  literature  of 
physical ^  facilities  for  the  school's  various 
instructional  programs  appear  to  be 
misleading. 

Student  rosters  supplied  to  the  visiting  team 
for  the  calendar  year  1983  indicate  a  high 
rate  of  attrition. 

Approximately  SO  percent  of  the  30  students 
interviewed  say  they  did  not  know  that  classes 
would  be  held  in  various  restaurants  in  the 
Washington  area.  These  students  specifically 
state   that   these   various   locations   are  not 
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mentioned  in  any  of   the  school '»  literature 
provided  to  the*. 

*  Numerous  currently  enrolled  students  state 
that  they  expected  to  receive  an  associate 
degree  upon  graduation*  {The  parent  of  one 
student  expresses  the  same  expectation.) 
While  the  school  has  applied  for  associate 
degree  status  with  the  District  of  Columbia, 
no  approvals  exist.  (SfiUXCSt'  Team  Summary 
Report,  Dec.  10,  1984) 

Jan  10-12,  1985  The  Accrediting  Commission  reviewed  the  Team 
Summary  Report  and  the  school's  response  to  the 
special  visit  conducted  on  Dec.  4,  1984  •  Due  to 
the  serious  nature  of  the  concerns  raised  by  the 
visiting  team,  the  Commission  directed  the 
school  to  undergo  a  total  re-evaluation  to 
verify  compliance  with  accrediting  standards. 
The  school  is  directed  to  submit  a 
Self -Evaluation  Report  within  60  days  of 
notification  of  this  action.  Upon  receipt  of 
the  Self-Evaluation  Report  the  school  will  be 
contacted  to  arrange  a  visiting  team  date  which 
will  be  suitable  to  all  parties.  (SCil£c_ftf 
Accrediting  Commission  minutos,  Jan.  10-12, 
1985) 

Apr.  11-13,  1985  The  Commission  reviewed  information  regarding 
the  school's  new  separate  facilities.  The 
Commission  is  concerned  with  th*> complete  change 
in  classroom  and  therefore  deferred  action  on 
recognizing  the  classrooms  until  the  required 
team  visit  is  conducted  and  the  necessary 
reports  are  received.  The  school  was  also 
directed  to  provide  evidence  that  the  classrooms 
are  licensed  by  the  Educational  Institution 
Licensure  Commission  of  the  District  of 
Columbia.  ( Source »  Accrediting  Commission 
Heeting  minutes,  Apr.  11-13,  1985) 

Oct.  13-16,  1985  Accrediting  Commission  Meetings  The  following 
motion  for  "failure  to  continue  accreditation 
subsequent  to  a.  call  up M  was  moved ,  seconded , 
and  carried: 

*  "The  school  was  called  up  as  a  result  of  two 
student  complaints  fil^d  in  the  NATTS  office 
which  centered  around  administrative 
practices,  tuition  accounting,  and  educational 
organization  >  At  the  time  of  the  visit , 
additional  complaints  were  voiced  by  students 
which  call  into  serious  question  the  integrity 
of  this  institution." 
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*  The  school  failed  to  inform  the  Accrediting 
Commission  of  the  Addition  of  two  separate 
classrooms  at  Howard  University  and  Washington 
Post . 

*  The  school  failed  to  demonstrate  that  all 
instructors  have  a  minimus  of  tvo  years  of 
practical  experience, 

*  The  school  failed  to  demonstrate  that  it  has  a 
course  of  study  showing  a  scope  and  sequence 
of  subject  matter  sufficient  to  achieve  the 
announced  objectives. 

*  The  school  failed  to  demonstrate  that  it 
provides  applicants  with  a  catalog. 

*  The  school  failed  to  consistently  document  the 
initial  placement  of  graduates. 

*  The  school  failed  to  properly  substantiate  its 
placement  rates  in  advertising. 

*  The  school  quotes  unsubstantiated  earning 
potentials  of  $60,000  per  year  in  printed 
materials  and  up  to  $1,000  per  week  in  radio 
advertisements . 

*  The  school  uses  the  word  "free*  and 
superlatives  such  as  * fastest  growing*  in 
radio  advertisements  and  printed  materials. 

*  The  school  has  used  blind  advertisements 

*  The  school  failed  to  accept  the  full 
responsibility  of  an  individual  under  its 
employ  who  prepared  and  ran  advertising. 

*  The  school  failed  to  properly  advertise  its 
accrediting  status  with  reference  to  the 
accrediting  body. 

*  -The  school  failed  to  demonstrate  that  student 
financial  records,  as  well  as  other 
educational  records,  are  securely  maintained." 
(5£ttT£fi*  Accrediting  Commission  minutes,  Oct. 
13-16,  1985) 

The  Appeals  Panel  of  the  Accrediting  Commission 
met  to  consider  the  Commission's  action  to  fail 
to  renew  accreditation  to  the  Culinary  School  of 
Washington,  Ltd. 
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The  Appeal*  Panel  voted  to  remand  the  school  to 
the  Commission  with  the  recommendation  that  the 
school  undergo  a  total  re-evaluation  In 
accordance  with  Commission  procedures ♦  Km  part 
of  the  process,  specific  eaxphasis  should  be 
placed  on  the  eight  (8)  items  listed  below i 

*  The  school  failed  to  inform  tho  Accrediting 
Commission  of  the  addition  of  two  separate 
c lass rooms ,  Howard  University  and  Washington 
Post. 

*  The  school  failed  to  demonstrate  that  all 
instructors  have  a  minimum  of  two  years 
practical  experience. 

*  The  school  failed  to  demonstrate  that  it  uses 
a  single  enrollment  agreement. 

*  The  school  failed  to  demonstrate  that  it 
provides  applicants  with  a  catalog, 

*  The  school  quotes  unsubstantiated  earning 
potentials  of  $6G,0QO/year  in  printed 
materials  and  up  to  $l,00Q/week  in  radio 
advertisements  which  fail  to  include  the 
normal  range  of  starting  salaries, 

*  The  school  uses  the  word  *froe"  and 
superlatives  such  as  "fastest  growing"  in 
radio  advertisements  and  print  materials. 

*  The  school  failed  properly  advertise  tie 
accrediting  status . 

*  The  school  failed  to  demonstrate  that  student 
financial  records,  as  well  as  other 
educational  records,  are  securely  maintained. 

Further,  the  Appeals  Panel  directs  that  this 
process  be  completed  no  later  than  Sept.  1,  1986 
for  consideration  at  the  Oct*  1986  Commission 
Heating. 

The  accreditation  of  the  Culinary  School  of 
Washington,  Ltd.,  will  continue  until  the  fir.*l 
resolution  of  this  case.  (Sfittl££*  Letter  from 
Fenwick  to  Kibarian,  Jan.  29,  1986} 

Apr.  9-11,  1986  The  Accrediting  Commission  adopted  the  Appeals 
Panel  recommendation  that  the  school  undergo  a 
total  re-evaluation,  which  include  the 
preparation  of  Self -Evaluation  Report  and  an 
onsite  Team  Visit  to  the  main  facility  and  all 
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separate  classrooms .  The  scUooi  ahould  direct 
continued  attention  to  correcting  or  improving 
the  eight  items  disclosed  in  the  Appeals  Panel's 
letter  of  Jan.  29,  1986.  The*  Commission  also 
adopted  the  Appeals  Panel* *  recommendation  that 
this  process  be  completed  ao  later  than  Sept.  X, 

1986  for  consideration  at  the  Oct.  198§ 
Meeting.  t Source  t  Accrediting  Commission 
minutes,  Apr.  9-11,  1986) 

Aug.  27-29,  1986    School  visited  by;     Management  Specialist,  Mr. 

Harry  Overton,  Regional  Vice  President  of 
Operations,  DeVry  Institute  of  Technology. 

Education  Specialist t  Dr.  Robert  Carey, 
Chairman,  Education  Division,  Indiana 
University. 

Su  ject  Specialist — Chef /Catering /Pastry r  Mr. 
Jack  Braun,  Chesterfield*  Restaurant, 
Huntington,  Pa. 

Staff  Member i  M*.  Mary  F.  Busey,  Assistant  to 
the  Secretary f  NATTS  Accrediting  Commission. 
(Source:  Visiting  Team  Announcement,  Aug. 
27-29,  1986) 

Sept.  23,  1986  Team  Summary  Report  sent  to  school.  (SaHTMi 
Letter  from  Fenwick  to  Kibarian,  Dec.  2,  1M6) 

Sept.  29 ,  1986  School  requests  additional  90  days  to  respond  to 
Team  Summary  Report.  ( Source i  Letter  from 
Fenwick  to  Kibarian,  Dec.  2,  1986} 

Oct.  8,   1986  Executive  Committee  agrees  to  additional  30  days 

for  response  (total  of  52  days)  -  by  this  action 
consideration  of  the  school  is  moved  to  the  Jan. 

1987  Commission  agenda.  I  Source t  Letter  form 
Fenwick  to  Kibarian,  Dec.  2,  1986) 

Nov.  13,  1986  School  response  date  -  Ray  Fennel  1  requested  by 
phone  additional  time  extension  to  file  response 
due  to  staff  illness  at  school  -  extension 
granted  until  Nov.  24,  1986.  (gourcgt  Letter 
from  Fenwick  to  Kibarian,  Dec.  2r  1986) 

Nov.  26,  1986  School  response  to  25  of  32  concerns  received  in 
NATTS  office.  In  Culinary  Schools  response, 
they  request  that  the  commission  choose  one  of 
the  following  proposals? 

*  The   Commission  defer   action   of    the  Culinary 
School  accreditation  until  the  Fall  of  1987. 
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*  The  entire  reaccreditation  review  of  the 
Culinary  School  be  recycled  into  Jan.  1988  by 
which  time,  the  School  and  NATTS  will  hava  had 
an  adequate  time  frame  to  address  the  concama 
aet  forth  in  the  Team  Summary  Report. 
(Source  i  Latter  from  Kibarian  to  NATTS 
Chairman  Thompson,  Nov.  24,  1986) 

Jan.  26-29,  1987  The  following  motion  for  failure  to  grant 
renewal  of  accreditation  was  moved,  seconded  and 
carried: 

The  Accrediting  Commission  failed  to  grant 
renewal  of  accreditation  to  the  Culinary  School 
of  Washington,  baaed  on  the  school's  failure  to 
provide  evidence  that  it  is  in  compliance  with 
the  Following  standards t 

*  "The  school  provided  no  evidence  that 
opportunities  exist  in  the  food  industry  for 
large  income p  and  that  "there  are  many 
available  unfilled  Jobs . "  In  addition,  the 
school  provided  no  documentation  to  support 
the  claim  "that  programs  in  catering  or  the 
waiter-waitress  courses  are  offered 
exclusively  by  the  Culinary  School  of 
Washington ,  Ltd . " 

*  The  school  failed  to  submit  documentary 
evidence  to  refute  the  following  concerns: 

The  Chef  class  at  the  Logan  facility  was 
tracked  for  attendance.  The  roster  showed  an 
enrollment  of  26  students  of  which  only  9 
students  attended  the  first  week  of  class. 

Three  students  were  permitted  to  enter  the 
class  two  weeks  after  it  started.  It  does  not 
appear  that  attendance  was  taken  for  the  class 
on  four  consecutive  days.  There  waa  no 
documentation  of  any  attendance  for  this  class 
after  July  31,  1986. 

Taken  in  the  aggregate  and  in  light  of  this 
evidence,  the  Commission  concluded  that  the 
school  showed  inadequate  care  in  creating  and 
maintaining  attendance  records. 

*  Taken  in  the  aggregate,  the  Commission 
concluded  from  the  evidence  and  the  absence  of 
any  persuasive  explanation  for  it  that  the 
school  did  not  show  adequate  care  in  creating 
and  maintaining  Enrollment  Agreements  and 
associated  documents. 
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*  The  school  failed  to  provide  evidence  that  it 
hoe  trained  students  for  positions  conparable 
to  those  described  in  the  catalog,  program 
objectives ,  and  course  titles. 

*  The  school  failed  to  demonstrate  that  a  high 
proportion  of  its  graduates  benefit  from 
training  received.  Specif ically,  the  school 
failed  to  provide  evidence  in  its  graduate 
placement  records  that  graduates  vera  placed 
in  jobs  for  which  they  were  trained. 

*  The  school  failed  to  provide  documentation 
supporting  the  graduate  placement  statistics 
for  the  March  18,  1986  graduation  of  the  Chef 
program. 

*  The  school  failed  to  show  evidence  of  sound 
financial  structure  as  reflected  by  the 
financial  statement  which  shows « 

-  Large  losses  over  the  last  two  years. 

-  Negative  equity. 

-  Existence   of    a   substantial    liability  for 
repayment  of  Guaranteed  Studervc  Loans. 

*  The  school  failed  to  provide  documentation  of 
its  academic  advising  services. 

*  The  documentation  provided  by  the  school 
showed  that  its  drop  rate  is  excessive  as 
evidenced  by  the  retention  figures  for  the 
Executive  Chef,  Pastry ,  Catering  and 
Professional  Host  programs. 

*  "The  school  failed  to  provide  supporting 
documentation  £ie.  class  rosters)  to  show 
student-teacher  ratio.*  i Source t  Accrediting 
Commission  minutes,  Jan.  26-29,  1987) 

Feb.  5,  198?  The  school  is  notified  by  mail  that  the  school's 

application  for  renewal  of  accreditation  and 
supporting  data  were  considered  by  the 
Accrediting  Commission  at  its  meeting  on  Jan. 
29,  198?  in  accordance  with  its  procedures  and 
that  the  Commission  failed  to  grant  renewal  of 
accreditation.  ( Source i  letter  from  Fenvick  to 
Kibarian,  Feb.  5,  198?) 
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Feb.  10,  1987 


Mar.  4r  1987 


Mar.  6,  1987 


May  1,  1987 


ERIC 


Mrs.  Kibarian  advises  NATTS  of  desire  to  appeal 
the  Commission's  Jan.  29,  198?  action  to  fail  to 
grant  the  school  accreditation.  ( Source * 
Letter  from  Fenwick  to  Kibarian,  Feb.  17,  1987) 

Mrs.  Kibarian  informs  NATTS  that  the  Culinary 
School  of  Washington  has  decided  to  withdraw 
from  NATTS  and  the  Accrediting  Commission.  She 
states  that  "their  school  has  not  received  fair 
evaluations  froa  the  Commission  in  the  past  and 
they  do  not  believe  it  is  possible  to  receive  a 
fair  evaluation  in  the  future .  They 
particularly  feel  that  the  individuals  selected 
by  the  Commission  to  conduct  the  on  site 
evaluations  allowed  racial  and  ethnic  prejudice 
to  influence  their  decision."  (Sfiuxcfli  Letter 
from  Kibarian  to  Blair,  Mar.  4,  1987) 

Fenwick  acknowledges  receipt  of  Kibarian • s 
letter  withdrawing  ffiembsr&hip  from  NATTS . 
Fenwick  advises  that  the  Culinary  School  of 
Washington  immediately  return  the  certificate  of 
accreditation  and  the  accreditation  plaque . 
(Sftur^et  Letter  from  Fenwick  to  Kibarian,  Mar. 
6,  1987) 

Memo  to  Accrediting  Commission  advising  them  of 
the  withdrawal  of  the  Culinary  School  of 
Washington  from  accredited  list  and  indicating 
that  the  school  has  been  removed  from  the 
accredited  list,  and  the  appropriate  state  and 
Federal  agencies  have  been  notified  of  this 
action.  ( Source  t  Memo  from  Buaey  to 
Accrediting  Commission,  May  1,  1987) 
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May  8,  1978 
May  23,  1978 
1979 

Juno  19,  1980 
Feb.  U,  1983 
June  23,  1983 

June  11,  1984 

June  21,  1984 
Aug.  20,  1984 
Aug.  30,  1984 


DISTRICT  OF  COLUMBIA 
CHRONOLOGY  OF  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 


Culinary  institute  of  Washington  is  incorporated 
with  Barkev  and  Mary  Ann  Kibarian  listed  on  the 
Board  of  Directors.  f Sources  DC  Office  of 
Deeds) 

Culinary  Institute  of  Washington's  name  is 
changed  to  the  Culinary  College  of  Washington, 
listing  Barkev  Kibarian  as  President.  ( Source t 
Ibid) 

Culinary  is  first  licensed  by  the  D.C.  Dept.  of 
consumer  and  Regulatory  Affairs .  (gquxcflt 
Statement  of  D.C.  Licensure  Comm. j 

Culinary  College  of  Washington's  name  is  changed 
to  the  Culinary  School  of  Washington  (CSW), 
listing  Mary  Ann  Kibarian  as  President . 
(Source:  D.C.  Office  of  Deeds) 

CSW  submits  an  application  to  the  D.C.  Licensure 
Comm.  requesting  permission  to  confer  the 
Associate  of  Arts  Degree.  {SCiLCCfi*  Commission 
memo,  Dec.  2,  198*) 

The  Commission  issues  a  provisional  license  for 
a  period  of  one  year,  not  to  exceed  June  30, 
1984,  to  operate  a  degree  credit  program  without 
degree-granting  authority  but  subject  to  a  site 
evaluation  vithin  6  months.     ( Source t  Ibid) 

CSW  requests  a  90-day  extension  of  provisional 
license  because  the  school  is  moving ,  ( Source t 
Ibid) 

Commission  grants  extension  until  Sept.  30th. 
(SojLCEs:  Ibid) 

CSW  requests  another  90-day  extension  because  it 
hasn't  finalised  its  move,     (gourde*  Ibid) 

Commission  grants  extension  until  Dec.  3lst. 
<££ur£s*  ibid) 


Site  evaluation  occurs  to  follow  up  of  CSW's 
request  for  authority  to  confer  the  Associate  of 
Arts     degree     and     to     investigate  numerous 
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complaints  received  from  3/84  to  H/84  by  the 
Commission.     ( Source i    Site  Evaluation  Report) 

Feb.  1985  The  team  reported  its  findings  to  the  Commission 

and    made    the    following    recommendation*  "The 
school's  application   for  a  license  to  upgrad 
its    offering   to   an    institution    granting  the 
associate  degree  is  not  recommended  at  this  time 
for  the  following  reasons s 

*  no  current  and  published  catalog. 

*  Inadequate  facilities  for  academic 
instruction. 

*  No  library  facility  which  meets  basic  library 
standards  for  an  institution  of  higher 
learning* 

*  weak  academic  curriculum  development. 

*  Inconsistencies  in  identification  and 
responsibilities  of  staff  and  board  members. 

*  Complete  absence  of  full-time  faculty  members. 

*  Rapid  turnover  of  faculty  and  administrative 
staff."  (Source*  Site  Evaluation  Report, 
Dec.  6,  13,  22,  23,  1984) 

Hay  9,  1S85  Commission  notifies  CSV  of  decision  not  to  grant 

authority  to  offer  Associate  of  Arts  degree  and 
its  desire  to  issut  a  resolution  in  support  of 
the  school's  voluntary  withdrawal  in  order  to 
avoid  a  formal  revocation  proceeding.  (ffourcqi 
Letter  of  Chairman  Mcintosh,  Hay  9,  1985) 

June  12,  1985  At  its  public  meeting,  the  Commission  voted  to 
accept  the  voluntary  surrender  of  provisional 
license.  ( Squtcq t  Letter  of  Executive  Director 
Sims,  June  20,  1985) 

July  15,  1985  investigative  Report  of  the  Office  of  Compliance 
of  the  Department  of  Consumer  and  Regulatory 
Affairs  recommends  no  further  action  on  1984 
allegations  since  the  main  complainant  failed  or 
refused  to  be  interviewed  and  other  complainants 
are  out-of-town  residents  and  unavailable  for 
interviews,     (ff puree*  Report  No.  1475-84) 

Mar.  13,  1987  The  Chairman  of  the  d.C,  Educational  Institution 
Licensure  Commission  advises  the  Chief  of  the 
Occupational  vocational  Eligibility  Branch, 
t>ivlmion  of   Eligibility       Certification,  U.S. 
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Department  of  Education  of  his  concern*  about 
the  Culinary  School  and  forwarded  a  copy  of  the 
12/84  site  survey  as  veil  as  information  that 
the  Veterans  Administration  is  withdrawing 
authority  for  the  school  to  participate  in 
veterans  benefits.    He  states  that? 

"The  volume  and  nature  of  these  complaints  is 
unlike  any  institution  licensed  by  the 
Commission ,  and  has  seriously  concerned  the 
Commissioner.  At  its  meeting  on  Mar,  5,  1987, 
the  Commissioner...  asked  me  to  urge  you  to  *ake 
whatever  corrective  actions  that  are  in  your 
power  to  protect  the  citisens  of  the  District  of 
Columbia."  (Searcy:  Letter  D,C.  Educational 
Institution  Licensure  Commission  to  Department 
of  Education,  Mar.  13,  1987) 

Mar.  14,  1988  Dion  Henderson,  Investigator  for  the  D.C.  Office 
of  Compliance,  Department  of  Regulatory  Affairs 
recommends  the  revocation  of  CSW's  license  after 
investigating  eight  additional  complaints. 
(Sfiiircfis  Addendum  to  Investigative  Report  no, 
86-510  fc  86-1285,  March,  14,  1988) 

Jan.  1,  1989  The  non-degree  licensing  function  is  transferred 

to  the  Education  Licensure  Commission  from  the 
Department  of  Consumer  &  Regulatory  Affairs. 
{S£U£0£*    D.C.  Reorganization  Plan  No.  3) 

Mar.  22 ,  1989  Commission  initiates  investigations  of  CSW  after 
receiving  a  series  of  serious  complaints  from 
students,  former  students  and  former  employees 
staff)*"      (SauE£fiJ      interviews    of  Commission 

Aug.  21,  1989  Bob  Hanrahan,  former  Congressman  and  member  of 
the  Admissions  Department  of  CSW,  writes  to 
Executive  Director  Stone  advising  him  that  Mayor 
Barry  has  asked  them  to  perform  a  special 
project.    He  further  states; 

*0ur  Blue  Plains  Chef  Class  has  been  asked  by 
Mayor  Marion  Barry  to  cater  a  special  luncheon  , 
function  in  the  Mayor**  office  on  Tuesday,  Aug. 

^kJ.1!89^  12  no^n'  According  to  Chef  Allen 
tnis  is  the  second  time  in  one  year  that  the 
Mayor  has  asked  the  Culinary  School's  Blue 
Plains  Class  to  cater  a  mayoral  function.  I 
would  hope  that  you  and  Roger  Somerville  would 
De  invited  guests  of  Mayor  Marion  Barry. ■ 
(Source?     Letter   from  Hanrahan   to  Stone,  Aug 
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Sept.  1,  1989  The  school  submitted  to  the  Commission  an 
application  for  renewal  of  the  license  for  the 
year  Nov,  1,  1989,  through  Oct.  31,  1990. 
( Source i    Commission  Report,  Jan.  25,  1990} 

Oct,  19,  1989  The  Commission  considered  the  application.  The 
Commission  authorised  a  thirty-day  extension  of 
the  license  to  permit  time  for  it  to  act  on  the 
complaints,  (Source?  Commission  minutes,  Oct. 
19,  1989) 

Nov.  9,  1989  The      Executive      Director      reported      to  the 

Commission  that  the  staff  had  reviewed  the 
complaints,  responses  and  counter-responses 
against  the  school .  Due  to  the  volume  and 
nature  of  the  complaints,  the  staff  was  unable 
to  make  a  reliable  evaluation.  Re  recommended 
that  the  Commission  authorise  him  to  engage  a 
site  evaluation  team  of  independent  experts. 
Commission  agrees  with  the  need  for  a  special 
site  evaluation.  ( Source t  Commission  meeting, 
Nov.  9,  1989) 

Nov.  30,  1989  The  Commission  extended  the  license  of  the 
school  once  more,  until  Jan.  31,  1990,  in  order 
to  provide  time  for  the  team  to  make  the  site 
evaluation  visit  and  report  its  findings  and 
recommendations.  (Source  Commission  meeting, 
Nov.  30,  1989) 

Dec.  6,  1989  In  response  to  the  Executive  Director's  written 

request  to  the  school  for  dates  in  December  for 
the  site  evaluation  visit  Dr,  Berkev  Kibarian 
suggested  a  date  in  the  first  week  in  January. 
The  Commission  accepted  the  suggestion  and  set 
Jan.  4-6  as  dates  for  the  visit.  (SSU£££* 
Letter  from  Executive  Director  Stone  to  CSW, 
Dec.  6,  1989) 

Dec.  29,  1989  Dr,  Kibarian  calls  Executive  Director  Stone  to 
suggest  that  the  site  evaluation  visit  be 
rescheduled,  as  they  were  moving  the  business 
offices  of  the  school  from  1634  Bye  Street, 
N.w.,  to  3rd  and  S  Streets,  N.E.,  during  the 
following  week.  The  telephone  call  was  the 
first  mention  of  any  plans  by  the  school  to  move 
its  offices,  although  discussions  of  the  site 
visit  with  the  school  had  been  going  on  since 
mid-November.  (Sources  Memo  from  Executive 
Director  Stone  to  Julian  Sayles,  Asst.  Corporate 
Counsel,  Jan.  18,  1990) 

Dec.  29,  1989  Commission  records  indicate  that,  "Inasmuch  as 
evaluation  of  a  school  is  physically  impossible 
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when  it  is  packi.  tf  its  records  and  moving,  the 
Executive  Director  was  forced  to  cancel  the  site 
evaluation  visit.-    fSpju&as  Ibid) 

Jan.  3,  1990  The    Executive    Director    informed    Dr.  Barkev 

Kibarian  that  the  school  had  moved  its  business 
offices  to  an  unlicensed  location-,  and  that  the 
failure  to  inform  the  Commission  of  this  move 
might  constitute  false  and  misleading 
information .     ( Source $    ibid ) 

Early  Jan.,  1990  Commission  staff  learn*  that  the  school's 
release  from  its  lease  at  1634  Bye  Street,  N.W., 
was  executed  on  Dec,  18,  1989,  and  provided  for 
the  school  to  remain  at  that  address  until  Jan. 
31.  It  appears  that  the  school  had  begun 
arranging  for  its  move  well  before  Dec.  18,  and 
that  it  did  not  have  to  move  during  the  week  of 
the  scheduled  site  evaluation  visit.  It  appears 
probable  that  the  school  moved  at  that  time  to 
evade  evaluation  by  the  Commission 1 s  team . 
{ Source t    Interviews  with  Commission  Staff) 

Jan.  8,  1990  Washington  Post  reports  that  students  were  being 

evicted      from     apartments      leased      bv  CSW 
(Sojir^fi*     Ibid)  *  UD*' 

Jan.  10,  1990  ACCET  informs  the  Commission  that  on  Jan.  10, 
199 0,  it  issued  a  show  cause  order  on  revoking 
CSW's  accreditation,  has  scheduled  a  site  visit 
for  Jan.  11/12  and  is  inviting  Commission 
members  to  attend.  (SPJlT^s?  Interviews  with 
Commission  Staff) 

Jan.  II,  1990  Attorneys  for  CSw  inform  the  Executive  Director 
of  the  filing  for  bankruptcy  under  Chapter  11, 
and  claim  that  the  Commission  is  thereby  stayed 
from  all  actions  against  the  school.  (Sojarcet 
Commission  Report,  Jan.  25,  1990) 

Jan.  25,  1990  Executive  Director  recommends  to  the  Licensure 
Commission  that  they  reject  the  application  of 
C^,£or  ren*wai  of  its  license  for*  license  year 
1/1/89  through  10/31/90  based  on  charges  that: 
(1)  the  school  furnished  f alee/misleading 
information  to  the  Commission  concerning  its  new 
location  and  (2)  provided  false/misleading 
information  to  students  concerning  housing.  The 
Commission  agrees,  ( Source t  Commission  Meeting 
minutes}  * 

Jan.  26,  1990  The  Commission  notifies  CSW  of  its  action  and 
the    right    to    request    a    hearing   before  them. 
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Jan*  28,  1990 
Jan.  31,  1990 


Feb.  26,  1990 
Feb.  27,  1990 

Mar.  1,  1990 


(Sfljtfgg'  Letter  from  Executive  Director  Stone 
to  Dr.  Kibarian,  Jan.  26,  1990} 

Commission  sets  hearing  date  for  Feb.  28,  1990 
at  the  request  of  CSV?.  (Sourest  Interview  with 
Commission  Staff) 

Bankruptcy  Court  holds  hearing  on  CSW's  petition 
for  a  temporary  restraining  order  (TOO)  against 
the  Commission  and  concluded t  (1)  tnat  tha 

bankruptcy  filing  did  not  bar  tha  Commission 
from  actingf  but  (2)  since  the  school  would  be 
irreparably  harmed  if  a  TRQ  was  not  issued,  and 
the  District  would  not  be  so  harmed  if  it  were 
issued,  he  issued  the  TRO  stopping  the 
Commission's  enforcement  of  its  order  for  ten 
days  *  Subsequently,  the  school  and  Commission 
consented  to  an  extension  of  TRO  to  Karch  12,  in 
order  to  pern  it  the  Commission  to  hold  its 
hearing  on  February  28. M  Commission 
Statement) 

Two  days  before  the  new  hearing  date,  GSM1* 
attorneys  submit  a  proposal  consent  decree  which 
is  rejected.  A  counter  proposal  is  offered  and 
agreed  to  by  the  School  and  tha  Commission. 
Ibid) 

School  and  Commission  formally  execute  their 
agreement  which  provides  for  the  closure  of  the 
school  in  the  manner  previously  required  by  the 
Commission,  i.e.,  immediate  cessation  of 
enrolling  new  students,  teach-out  of  all 
existing  students,  closure  by  June  30  and 
surrender  of  student  records  to  the  Commission. 
The  Commission  agreed  to  cancel  the  hearing  and 
extend  the  school's  license  to  June  30,  1990, 
solely  for  purposes  of  orderly  closure. 
(SojixCS*  Agreement  of  Feb.  27,  1990  and 
interviews  with  Commission  Staff) 

D.C.  Public  School  system  conducts  a  safety 
inspection  of  CSV* a  Logan  School  site  and  orders 
them  to  terminate  their  use  of  the  facility 
after  findings 

*  A   filthy  and  unsanitary   kitchen  and  storage 


*  A  dirty  cooking  stove  and  ventilation  filters. 

*  No  lights  over  the  exhaust  hood  of  the  stove. 
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June  XI,  1990 

June,  1990 
June  15,  1990 

June  28,  1990 
June  30,  1990 


*  Odors  in  the  kitchen  caused  by  sewage  in  the 
back-up  drains. 

*  Exposed  electrical  wires. 

*  Dirty  restrooms. 

*  No  hot  water. 

*  No  ventilation  in  the  kitcheu, 

*  Lack  of  security  in  the  walk-in  refrigeration. 

*  Outdated  fire  extinguishers. 

*  Gas    odors.       (Sfilirssi      letter    from  Deputy 
Director  Hawkins  to  CSW,  Mar.  26/  1990) 

Teach-out  of  last  students  is  completed  at 
Chef's  Restaurant  of  Georgetown  and  student 
records  are  trans  f erred  to  the  Commiss ion . 
(SOU^Cfij    Interviews  of  Commission  Staff) 

Catering  School  requests  a  30  day  extension  of 
its  license.     (Sources  Ibid) 

Commission  staff  notes  that  CSWs  students  files 
are  unorganised  and  incomplete  including  missing 
files  for  some  students  as  well  as  files  for 
students  who  were  not  listed  in  the  master  file 
as  attending  the  school,  i.e.  the  master  file 
listed  3,806  individuals  as  compared  to  an 
estimated  total  of  10,000  student  files. 
(Source^  Letter  from  Executive  Director  Stone 
to  CSWs  Counsel,  June  15/  1990) 

Commission  denies  School 1 s  request  for  an 
extension.  (Scares*  Letter  from  Executive 
Director  Stone  to  CSWs  Attorneys,  June  6,  1990) 

Culinary    school's    license    expires,  (££UX££: 
Commission  Records) 
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STATS  OF  VIRGINIA 
CHRONOLOGY  Of  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 

Proprietary  School  Certificate  granted  to  Culinary 
Sch«x>i  for  1178?  Lee  Jackson  Hwy . ,  Fairfax. 
|Sou, Virginia  Board  of  Education) 

ACCET  approve*  auxiliary  classroom  located  at  11787 
Lee  Jackson  Hwy  (Holiday  Inn-Fair  Oaks).  (SfiUISft* 
5/4/88  letter  of  Larry  Dodds  to  Ray  Fennel  of 
Culinary  School) 

Nov.  29,  1989  Culinary  applies  for  Certificate  of  Authority  to 
transact  business  in  Virginia.  (Sfiuxcfli  11/29/89 
letter  of  Lois  Hagy) 


Feb.  26,  1988 


Nay  4,  1988 


Dec.  14,  1989 


Jan.  10,  1989 


Oct.  10,  1989 


June  30,  1989 


Nov.  1989 


Dec.  4,  1989 


Dec.  14,  1989 


Dec.  19,  1989 


Certificate  of  Authority  to  Transact  Business  in 
Virginia  is  granted.  (SCUTES*  State  Corporation 
Commission) 

Tentative  approval  given  for  an  extension  classroom 
at  Dulles  Airport  by  Virginia  Dept >  of  Ed . 
(SfilU&fi*    1/10/89  ltr  from  Carol  Buchanan  to  CSW) 

ACCET  approves  auxiliary  classroom  located  at  the 
Westpark  Inn,  McLean,  Va.  (SfilUEfc*  itr  from  ACCET 
to  CSW  dated  10/10/89) 

Proprietary  School  Certificate  reissued  to  CSW  for 
Holiday  inn-Fair  Oaks  site.  (Sfiuxcs:  Va.  Board  of 
Education) 

Culinary  School  applies  for  a  certificate  to 
operate  a  school  at  5321  Broad  St.,  Richmond, 
Virginia,  Va.  Dept  of  Education) 

Evening  classes  begin  at  Richmond  location  even 
though  not  licensed  by  Virginia.  (SftUSCfix 
A.fidavits  of  11  students  and  memo  of  Ann  Gilliam 
of  1/3/90) 

Pre-certification  visit  by  Carol  Buchanan  of  va. 
Dept.  of  Ed.  uncovers  evidence  that 
advertising/recruiting  has  already  started  on  site 
and  possibly  instruction  may  also  have  occurred. 
(SQuype?    Va.  Dept.  of  Education) 

Culinary  School  advised  of  site  visit,  warned  about 
recruiting  at  Richmond  site  and  told  that  the 
Department  is  recommending  approval  for  a  license 
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«t  that  site.  (SfiUICfis  12/19/89  ltr  from  Carol 
Buchanan  to  Culinary  School) 

*»c.  20,  1989    Bud  satrdy    a  recruiter  for  Culinary  call.  Charles 

aS«L?  !k!.V%  wPt  °f  Ed'  and  £a**«  "aterial 
alleging  that  Culinary  school  is  illaoallv 
operating  in  Richmond  and  obtaining  Title  IV  ioani 
-*ttd*nt»  at  an  unauthorised  site.  (Source. 
Memo  of  Charlea  Finley  dated  12/22/89)  ^ ******* 

Dec.  22,  1989    Donald  Matthews,  an  employee  of  Bud  Sawdy,  deliver. 

approximately    $56,000    of     federal    atudent  loan 

?c     "tudent«    anrolled    at    the  Richmond 
campus.     (Sauccas  Ibid.) 

Jan.  2,  1990     Charles  Finley,  Assoc.  Director,  Proprietary  School 

ESl*;»J?\  °1Pt'  °f  Ed-  advi»«s  the  Culinary 
«f   *i  J~S*  he  J-*  "commending  to  the  State  Board 

oLrS-  -n^H  ^  rVOC<ltion   °f    their    lican««  «=o 
^Mt8,  "d  donial  of  application  for  the  Richmond 
site.     f Source »     ltr  of  1/2/90) 

Jan.  4,  1990  The  Vi^lai.  state  Education  assistance  Authority 
l„«*inS  \  Agency)  imposes  emergency  action  to 
suspend  Culinary  School's  participation  in 
1/4/90)     *  8tudent  loan  Programs.     (ScuTCfii     ltr  of 

Jan.  5,  1990      Surprise  visits  at  the  Holiday  Inn-Fair  Oaks  and 

hmi!     +  r    801    that    achooi    *«    not  P«ying 

bills  to  caterer's,  landlords,  ete.  other 
complaints  werei  utner 

*  Students  are  being  graduated  five  days  early  due 
to  the  situation  at  the  Holiday  inn-Fair  Oaks; 

*  Lt^!nt8fi?diCaI"d  that  they  are  in  jeopardy  of 
being  evicted  from  their  apartments  due  to  the 
school's  non  payment  of  rent; 

*  foUd^Vnd5Ca5e?  that  they  have  not  had  access 
and  hate  ™  ZHin\n<3  t°r  approximately  two  weeks 
and  have  no  had.  lunch  meals  provided  as  agreed 

*  Students  indicated  that  they  did  not  receive 
certain  books  and  culinary  supplies  as  agreed  to 
JrJntsJ  thr°U9h   their   "udent    loans  and 

*  ^f».^S,tUdent,    indlcated     that     she     had  been 

™    "S    classes    with    prison    work  release 
students  and  appeared  upset  by  this; 
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*  Many  of  the  students  indicated  that  they  had 
been  -gold  a  bill  of  goods-  and  would  never  have 
attended  if  they  had  actually  known  what  the 
program  was  really  like.  (SaiUCCfi*  Visitation 
Report  of  January  8,  1990) 


Jan.  10,  1990    School  declares  bankruptcy.     (S2U£cj&j  Bankruptcy 
Court  file  number  90-00015} 

Jan.  11 ,  1990    Attorneys    for  Culinary   notify   Virginia   that  the 


bankruptcy  stays  any  pending  regulatory  action 
including  a  revocation  hearing  scheduled  for 
January  22nd.     (Saurcs?    ltr  of  1/11/90  ) 


Feb.  12,  1990    Pursuant      to      an      agreement,  Culinary 


voluntarily  withdrew  its  application  for  a 
certificate  to  operate  a  proprietary  school  in 
Virginia.  ( Source  *  correspondence  of  2/12/90, 
2/16/90  and  2/22/90) 
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Aug.  2,  1982 

Oct.  27,  1982 

Nov.  3,  1982 

Nov.  5,  1982 
Nov.  24,  1982 

1983 
1984 

Aug.  16,  1985 


U.S.  DEPARTMENT  Or  VETERANS '  AFFAIRS 
CHRONOLOGY  OF  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 


Bf  f  act  iv*  date  of  approval  for  V .  A .  benef  i  ts  . 
(Sfiursfii  Interview  of  Tarry  Washington,  Chief  of 
Field  Section  for  Washington  Regional  Office) 

Report  of  School  Viait  by  Steve  libeon,  V.A. 
Coordinator  for  D.C.  a. A. A.  (Diatrict  of  Columbia 
State  Approving  Authority)  concludes  that.., -met 
with  Dr.  Kibarian.  Student  recorda  indicate 
progreaa ,  certification/recertif ication  attendance 
and     payment.       Toured     facilitiee     which  were 

impressive   with  all   approval   criteria  being 

met,  recommendation  i*  for  continued  approval." 
(Sfiuififii    Report  of  School  viait,  dated  Auguat  30, 


Supervisory  viait  conducted  by  Licenaing 
Commiesion/State  Approving  Authority  baaed  upon 
coaplainte  by  two  former  atudenta  who  alleged 
irreguiaritiea  concerning  the  course  content,  lack 
of  up-to-date  equipment  and  facilitiee  and 
qualification  of  certain  inatructora.  {Source* 
November  h,  1932  letter  of  Nathaniel  Sima  to 
Kibarian} 

Meeting  held  between  Kibarian  and  V.A.  official*  to 
reaoive  discrepancies  including  operation  of  two 
unapproved  facilities.  School  agrees  to  address 
the  laauea  in  writing.    (£pjU£ft*  Ibid.) 

Culinary  responds  in  writing.     ( Source i  Ibid.) 

Licenaing  Commiation  requests  additional  written 
response  contending  that  November  5th  letter  only 
addressed  iaaue  of  facilitiee.     (£fiu££3*  Ibid.) 

V,A.  audits  find  inadequacies  in  the  school's 
record  keeping  with  regard  to  attendance. 
(Scurcfi*  Admitted  by  Culinary  School  and  in  ita 
own  narrative  prepared  for  April  21,  198&  hearing) 

Ibid  jaudit    find    similar    inadequacies.  {££ux£fii 

Notification  given  to  the  school  and  the  SAA 
concerning  substantial  pattern  of  overpayments 
uncovered  by  V.A. .  To  date,  v.A.  had  not  received 
acceptable  resolution  to  the  discrepancies  cited. 
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(fifiliSES*      Memorandum    dated    October    16,     1985  by 
jamos  R.  pischl,  Veteran*  Services  Officer) 

Aua.  27,  1985    v.A.  official*  nt  with  School  official*  to  insure 
*       9  thftt    they    understood    what    would    be  considered 

acceptable  corrective  measures.  On  the  last  day  of 
the  period  allowed  for  them  to  provide*,  the  agency 
with  corrective  measures  to  ensure  that  substantial 
overpayments  are  curtailed,  the  ecfcool  aeked  for  an 
additional  60  days  to  present  ttiBir 
resolution. . .The  memorandum  states  thati  5*ven 
the  school  s  past  compliance  history,  we  are  not- 
encouraged  that  the  school  will  take  adequate 
corrective  action  without  »ome  further  incentive. 
Additionally,  the  SAA,  which  has  a  horrendous 
record  for  resolving  discrepancies  referred  to 
them,  (The  issues  referred  to  them  from  the  FY  83 
survey  are  still  unresolved) ,  has  given  no 
indication  that  they  will  be  able  to  adequately 
resolve  the  issues  referred  to  them  within  any 
reasonable  time  fmsse  to  permit  us  to  Justify  the 
continued  releeee-  of  payment.  to  students.* 
(SfiiU&fi*  Memorandum  dated*  October  16,  1985  from 
James  R.  Fischi,  veterans  Services  Officer  to  tf. 
David  Smith,  Director) 

Oct.  18,  198S  Notification  given  to  Kibarian  that  dws  to  the 
serious  nature  of  the  discrepancies  and  the  lacx  or 
assurance  that  veteran  students  are  not  continuing 
to  be  overpaid,  the  V.A.  has  to  deny  the  request 
for  a  continuance  and  must  refer  the  survey 
findings  to  the  Committee  on  Education  Allowances 
witn  a  recommendation  to  suspend  payments  to  all 
currently  enrolled  students.  (£GU£££* 
Correspondence  dated  October  18,  1985  from  David  W. 
Smith,  Assistant  Director  For  Director  to  Dr. 
Barkev  Kibarian) 

Dec.  16,  1985  Director  W.  David  Smith  of  Vet.  Admin.,  concurs 
with  staff  recommendation  to  cancel  Committee  on 
Educational  Allowance  (CEA)  hearing  scheduled  for 
Dec.  19,  1985  in  light  of  response  by  school  that 
they  have  revised  their  procedures  to  meet  V.A. 
requirements,  (Saurse*  Memorandum  of  James 
Fishcl,  December  16,  1985) 

Dec.   19,   1985  thru 

Jan.  21,  1986 t  A  follow-up  compliance  survey  was  conducted  to 
determine  if  the  procedures  outlined  in  the 
school* s  response  to  FY  '83  and  FY  4 84  reports  were 
adequate.  The  new  report  found  a  substantial 
pattern  of  overpayments  and  noted  that* 
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Attendance  it  not  recorded  for  every  day  of 
class  meetings  as  shown  on  the  class  schedules. 

Basad  upon  the  attendance  x^cordi  reviewed  fro« 
June  1985  to  December  1985,  it  was  determined 
that  these  racorda  ara  inadequately  prepared, 
that     the    methods     used     in    obtaining  this 

rS522S5i  ?°  no5  yTOV,id«  "Frances  that  thia 
information  is  valid  or  accurate . 

Thare  ia  a  vide  variance  in  the  total  number  of 
hours  required  to  complete  the  same  courses 
during  Saawster  x  of  each  of  these  classes. 
This  indicates  that  student*  starting  on 
different  dates  during  the  month  of  October  1985 
are  receiving  instruction  for  the  same  objective 
but  are  required  to  attend  different  aaounts  of 
time. 

A  review  of  class  scheduler  and  a  weekly  class 
locator,  indicates  that  an  instructor  has  been 
assigned  classes  with  overlapping  hours  of 
attendance.  These  two  classes  overlap  by  a  half 
!\  ^our  on  34  days  of  class  meetings.  This 
scheduling  of  the  instructor's  time  brings  in  to 
question  the  instructor's  ability  to  provide 
instruction  to  both  classes  for  the  required 
number  of  hours  on  the  days  when  these  classes 
nave  overlapping  schedules. 

In  two  of  the  cases  reviewed,  school  officials 
failed  to  notify  the  v.  A.  when  V.  A. 
training"  terminated       or  interrupted 

A  review  of  school  attendance  records  show  that 
in  two  of  the  cases  reviewed,  classes  did  nc, 
meet  on  all  the  scheduled  class  dates.  There 
was  no  attendance  recorded  for  those  dates, 
consequently,  there  also  were  no  absences 
reported  to  the  Veterans  Administration. 

Records  show  an  average  overpayment  in  the 
amount  of  $3,901.00  per  student  being  charged 
for  the  six  month  period  ending  December  1985. 

That  report  concludes  thatr  -as  a  result  of  the 
aforementioned  findings  end  the  school's  survey 
history,  the  school  be  referred  back  to  the 
Committee  on  Educational  Allowances  for 
consideration  of  withdrawal  of  the  approval . - 

In  an  addendum  to  that  report,  it  is  noted 
that*      "subsequent    to   our    notifying  students 
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that  payments  would  be  suspended ,  the  V .  A . 
received  at  least  three  letters  frost  students 
expressing  their  overwhelming  pleasure  with  the 
school.  However,  our  follow-up  with  one  of 
these  students,  disclosed  that  he  was  coerced 
into  signing  this  favorable  statement .  The 
student  indicated  that,  in  fact,  he  was  very 
displeased  with  his  treatment  and  the  training 
provided  by  the  school . ■ 

*  The  report  concluded  that  "this  finding 
indicates  that,  contrary  to  assurances  given  by 
school  officials  that  they  are  acting  in  good 
faith  with  the  Veterans  Administration,  they 
have  intentionally  taken  action  which  would 
distort  the  findings  of  this  survey."  (Sourca* 
Report  of  Compliance  Survey  1/21/8$  and  3/6/86 
memorandum  to  W.  David  Sff.ith.) 

March  3,  1986  Follow-up  review  disclose  a  substantial  pattern  of 
overpayments.  The  school's  error  rate  for  the  six 
month  period  (June  1,  1985  -  December  31,  1985)  was 
determined  to  be  83%.  ( gouxce *  Memorandum  dated 
March  3,  1986  from  James  R.  Fischl,  Veterans 
Services  Officer,  to  W.  David  Smith,  Director) 

March  4 1  1986  A  meeting  was  held  at  the  Washington  Reqional 
Office  concerning  current  investigations  beir.g 
conducted  by  the  Department  of  Education  and  the 
Federal  Bureau  of  Investigation  at  the  Culinary 
School  of  Washington.  The  purpose  of  this  mooting 
was  to  compare  information  obtained  during  V.A. 
compliance  surveys  and  a  audit  review  conducted  by 
the  Department  of  Education. 

The  Department  of  Education's  findings  show  that 
Culinary  School  of  Washington  owes  $323,400.00  in 
refunds  for  Pell  Grants  and  Guaranteed  Student 
Loans  which  were  improperly  obtained  by  the  school 
for  308  students  beginning  in  1981  and  continuing 
to  the  present.  The  FBI  is  currently  conducting  a 
criminal  investigation  of  the  school's  operations. 
{SciirCfii  Addendum  to  the  Report  of  Compliance 
Survey  dated  January  21,  1986) 

March  6,  1986  V.A.  notifies  Kibarian  of  Survey  findings  and 
recommendation  that  the  Committee  on  Education 
Allowances  convene  no  later  than  April  21,  1986  to 
review  these  allegations.  ( Source i  Document  dated 
March  6,  1986  from  V.  David  Smith) 

April  17,1986  Culinary  School  and  V.A.  enter  into  a  settlement 
which  states  that* 
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*  Culinary  will  request  voluntary  withdrawal  of 
its  v.  A.  approval  effective  immediately  and 
agree  that  the  earliest  possible  data  for 
reapproval  for  V.A.  purpose*  will  be  January  1, 
1987.  *  9 

*  In  that  regard  an  onsite  review  of  the  school 
way  be  made  by  the  State  Approving  Agency  (SAA) 
to  insure  that  adequate  record  keeping 
procedures  are  in  place,  * 

*  No  stigma  will  be  attached  to  the  voluntary 
withdrawal  of  Culinary  from  the  v. A.  program, 
and  any  reapproval  by  the  v. A-  will  be  based 
solely  on  the  current  approval  criteria  and 
conditions  at  the  school  in  existence  at  the 
time  of  the  approval  request. 

*  This  settlement  agreement  shall  not  constitute 
an  admission  of  liability  or  fault  on  the  part 
of  Culinary,  or  on  the  part  of  its  agents  or 
employees.  (gojircfi*  Settlement  Agreement 
Between  Veterans  Administration  and  the  Culinary 
School  of  Washington  dated  April  17,  1986  and 
correspondence  dated  April  17,  1986  from  Rebecca 
L.  Burke,  Attorney  for  the  Culinary  School  of 
V  jnington,  I*td.  to  Howard  Lam,  Esq.,  Office  of 
District  Council,  Veteran*  Ad  tnistration) 

Apr.  21.  1986    Hearing  before  the  Committee  cancelled  because  of 
ffor 1foent;     {SfiUCfiftt     Memorandum  dated  April 
1S8§  from  James  J.  Jensen,  Chairman,  Committee 
on  Educational  Allowances  to  Director) 

Dec.  31,  i986  Culinary  School  requests  re-approval  for 
certification  of  enrollment  of  veterans.  (Sourcei 
Letter  dated  12/13/86  from  Kary  Ann  Kibarian^oW. 
David  smith,  Director,  V.A.) 

1987  thru  1988  Numerous  correspondence  between  Culinary  and  V  A 
concerning  proper    forms   and   evidence   needed  for 
application.     No  application  ever  filed.     ( Source j 
Files  of  Dept.  of  Vet.  Affairs)  ******* 
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May  29 ,  1964 


June  4,  1984 


June  4,  1984 


DE FARTHEST  OF  EDUCATION 
CHRONOLOGY  OF  SIGNIFICANT  EVENTS 
CONCERNING  THE 
CULINARY  SCHOOL  OF  WASHINGTON 


investigation  initiated  based  on  information  that 
CSW'a  accountant  said  other  CStf  officials 
allegedly  put  false  information  on  student  aid 
forms  and  they  do  not  make  correct  refunds  to 
students  and  to  student  aid  bank  accounts. 
(Source:  DOS  IG  Kay  29 ,  1984  memo  from  Ronald 
Poneranty  to  Arthur  Sinai.  R*t  Case  No, 
84-000208) 

ED  IG  interview  of  a  former  employee  of  CSW.  The 
former  employee  stated* 

*  Refunds  of  excess  financial  aid  are  not 
given  unless  a  student  requests  the  refund 
and    then    it    takes    two    weeks    to   get  the 

refund. 

*  Students  are  often  required  to  sign 
enrol  latent  agreements  that  are  bianX  and 
then  are  filled  out  later. 

*  She  was  required  to  witness  and  sign 
enrollment  agreements  as  a  -Dean"  of  the 
school . 

*  Seventy- five  percent  of  the  students  drop 
out  of  the  school  before  they  finish , 
usually  within  one  month  of  starting. 

*  She  was  required  to  sign  a  teacher's  name  to 
a  diploma  when  the  teacher  was  absent  one 
day-  (Sourcet  ED  IG  interview  by  R»  Cross, 
ED  IG,  Case  No.  84-000208) 

ED  IG  interview  of  former  employee  of  CSW  who 
stated j 

*  Students  are  admitted  to  the  school  without 
a  GED  or  high  school  diploma. 

*  Attendance  by  students  and  instructors  is 
very  poor. 

*  Records      of      student      grades      are  not 


maintained. 


* 


The  school  does  not  have  a  satisfactory 
method  for  assessing  a  student's  progress. 
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*  The  school  has  an  insufficient  number  of 
fuil-tJjxi  instructors, 

*  Quality  of  education  at  the  satellite 
training  facilities  is  poor. 

*  Students  do  not  obtain  the  most  fundamental 
skills  required  of  chef  in  a  working 
environment. 

*  The  school  admits  students  that  are  unable 
to  benefit  from  the  instruction.  Example* 
possibly  retarded  student  from  Richmond, 
Virginia . 

*  Students  are  admitted  to  classes  so  that  the 
classes  are  profitable  to  run,  not  based  on 
the  student ■ s  entry  knowledge.  Students 
have  been  added  to  a  course  when  the  course 
is  half  over.  (SfiUKfij  £D  IG  interview  ED 
IG,  Case  No.  34-000208} 

July  12,  1984  ED  IG  review  of  CSW  review  by  HEAP  on  June  5  and 

6,  1984.    Findings  are  as  follows t 

1.  Majority  of  student  files  were  missing  at 
least  one  enrollment  agreement  and  ©any  are 
missing  the  school's  copy  of  the  GSI* 
application.  Academic  transcripts  were 
found  to  be  missing. 

2.  Many  student  files  wore  missing  the 
Statement  of  Registration  Compliance  which 
must  be  signed  by  the  student  before 
guaranteed  student  loan  applications  are 
certified. 

3.  Some  students  were  non-U. S.  citit#ns.  Some 
non-U . S .  cit irens  are  not  el igible  for 
federal  student  financial  assistance.  There 
was  no  indication  that  the  school  verified 
these  students  are  eligible  to  receive  a 
guaranteed  student  loan. 

4.  At  least  one  student's  loan  was  certified 
for  attendance  between  December  5,  1983  and 
May  19,  1984.  The  student's  last  day  of 
attendance  was  December  2,  1983.  The 
student  was  gi-en  the  proceeds  of  the  loan. 

5.  At  least  one  student  had  his  loan  proceeds 
delivered  after  he  dropped  out  of  school. 


7. 


ERIC 


366 


-  3  - 


6,  At  least  one  student  was  due  a  tuition 
refund  which  was  nearly  six  months  late  at 
the  time  of  the  review. 

7,  Errors  in  completion  of  the  student  loan 
application  include * 

a.  No  estimated  financial  aid  for  FeU 
Grant  and  VA  students. 

b.  Loan  period  on  application  exceeds 
graduation  date* 

c.  Beginning  of  the  loan  period  does  not 
correspond  with  the  beginning  of  the 
established  semester. 

8 ,  One  program  is  four  semesters  long .  The 
school  academic  year  is  three  semesters. 
When  the  school  processes  a  second  loan  for 
a  student  who  has  oompleted  three  semesters, 
they  indicate  the  student  is  only  in  the 
first  three  semesters  not  th*  fourth 

9,  The  dates  of  the  student  loan  checks  are  not. 
recorded  when  received  or  when  it  is 
delivered  to  the  student. 

10,  Credit  balances  are  not  being  delivered  to 
the  student. 

IX.  As  of  January  1,  1984,  schools  are  required 
by  ED  to  have  standards  of  satisfactory 
progress,  CSW  had  not  developed  a  standard • 

12.  CSW  had  no  policy  for  refunds  to  Title  14 
programs . 

13.  CSW  does  not  havsr  job  placement  information 
in  a  format  available  for  students  to 
review.  (S©U£££i  July  12,  1984  letter  RE* 
HEAP  review  of  CSW  on  June  5*6,  1984. 
Case  No.  84-000203} 

ED  IG  closed  report  of  investigation.  The  report 
states  thatt 

*  "allegations  of  criminal  misconduct  by 
officials  of  the  Culinary  School  of 
Washington  were  unsubstantiated. "  The 
report  also  states  that  "mismanagement  was 
not  found."  (Sojtfcj&s  ED  1G  closed  report 
dated  July  18,  1984,  Case  No.  84-000208) 


19,  1985;        The  Baltimore  Division  of   the  FBI   initiated  an 


investigation  on  April   19,    1985,   predicated  on 
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information  from  a 
source  thatt 


confidential    and  reliable 


April  26,  1985 


1.  Veteran'*  monthly  attendance  reports  were 
falsified  so  that  the  school  could  receive 
the  maximum  tuition  reimbursement  and  the 
Veteran  (Student)  could  receive  the  maximum 
living  allowance  for  attending  school. 

2.  CSW  was  specifically  recruiting  low  income 
students  who  never  attended  CSW  or  dropped 
out  prior  to  graduation  (CSW  courses  range 
from  three  to  sixteen  months ) .  These 
student's  unused  funds  from  GSL  and  Pell 
grants  were  kept  by  CSW  allegedly  to  defraud 
to  u,S.  Government. 

3.  Allegedly  job  Corps  counselors  were 
receiving  kickbacks  at  a  rate  of  $100.00  per 
3|j>  corps  student  they  "counseled"  to  attend 

The  Department  of  Education  IG  investigators 
concentrated  on  the  2nd  allegation,  (fiojjxcjft:  FBI 
Keport  of  Investigation,  -Fraud  Against  the 
Government'1  Case  file*    BA-2U  B-25,  April  1985) 

The  CSW  allegations  were  referred  to  the  FBI's 
Washington  field  office,     t Sourcai  ibid) 


April  29,  1985$       Kibarian  told  a  government  source  that* 

*  the  school  had  worked  out  a  private  deal 
with  Job  Corps  representatives  whereby  funds 
are  given  to  them  for  bringing  their 
students  to  the  school  for  having  them  sicm 
up  as  students,  * 

*  CSW  covered  up  the  payment  by  documenting  it 
as  a  travel  expense  on  the  school's  books 
and  records,  as  opposed  to  a  payment  to  a 
Job  Corps  counselor  for  bringing  in 
students.     (Souccfit  jbiD) 

A  former  CSW  employee  related s 

*  gross  revenues  from  students  who  actually 
attend  echool  at  approximately  1.5  million 
dollars. 

» 

*  Student*  did  not  physically  attend  classes 
but  CSW  still  received  grant  and  loan  noney 
for  thea.  * 
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Recruiting  the  students  is  the  number  one 
emphasis  at  the  school . 

The  employee  *as  instructed  by  Dr.  Siberian 
to  change  the  reports  submitted  to  the  VA  so 
that  they  would  be  in  compliance  with  the 
Ws  90%  rule.    (SPJUSfi*  IBID) 


because  t 

1  CSW  did  not  have  written  policies  or 
procedures  for  administering  title  IV  funds; 

2.  there  had  been  a  significant  turnover  of 
personnel )  and 

3.  there  was  no  one  at  CSW  to  administer  the 
title  IV  fund  programs. 

Findings  and  recommendations*  of  the  audit  ares 

1  CSW  failed  to  make  refunds  to  lenders 
totalling  $262,482  and  failed  to  make  other 
refunds  in  a  timely  manner.  As  a  result, 
the  Federal  government  incurred  §39,706  of 
excess      interest     and     special  allowance 


Recommendations*  CSW  refund  $262,482  to  lenders 
and  $39,706  to  Dept  of  Ed. 

2.  The  Federal  government  paid  $35 #507  of 
excess  interest  costs  to  lenders  on 
outstanding  loan  balances  because  CSW  failed 
to  timely  notify  lenders  and  ED  of  changes 
in  the  enrollment  status  of  374  students. 

Recommendation?  CSW  refund  to  Dept  of  ED  $35,507. 


July  26,  1985 


Jan.  6,  I986x 


costs. 
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3*  CSW  failed  to  obtain  approval  from  ED  or  the 
appropriate  guarantee  agency  for  51  late 
disbursements  of  GSLP  loan  checks.  Thai* 
late  disbursements  totalled  $55,702. 

Recommendation*    CSW  refund  $55,702  to  lenders, 

4.  CSW  delivered  the  proceeds  of  37  GSLP  loana 
totalling  $10,794  to  students  rather  than 
GSLP  lenders  after  the  students*  withdrawal 
dates. 

Recommendation*  CSW  refund  $10,794  to  lenders* 

5.  The  Federal  Government  incurred  $2,401  of 
excess  interest  and  special  allowance  costs 
because  CSW  failed  to  timely  return  59  GSLP 
loan  checks  totalling  $147,286  to  lenders 
vhen  students  failed  to  enroll  as  expected. 

Recommendation*    CSW  refund  $2,401  to  Dept  of  ED. 

The  report  concluded  that  the  CSW  did  not 
administer  the  Title  III  programs  in  accordance 
with  Federal  regulations.  The  review  disclosed 
indications  of  deficiencies  in  the  administration 
of  all  Title  XV  programs  which  CSW  administered. 
(SfijlXCftt  BD  1G  Audit  report  February  1988  from 
DOS  CI  file  06*000270) 

Jan.  7,  1986s  The    U.S.    Department    of    Education    awarded  CSW 

$205,155  of  Pell  and  SEOG  funds.  Also, 
information  provided  by  the  Higher  Education 
Assistance  Foundation  (HEAP) ,  the  guarantee 
agency,  disclosed  a  <3SL  loan  portfolio  of  about 
1300  loans  totalling  approximately  $3,242,437, 
(SgjuSfls  19,  1906  memo  from  Mitchell  Lane, 

ED  ig  audit,  to  C.  Ronald  Kimberling,  ED  Asst 
Secretary  for  Post  Secondary  Education  res  OIG 
ongoing  audit  from  DOB  CI  file  86-000270) 

Jan.  19,  1986  ED      IG      investigation      initiated      based  on 

information  received  from  the  FBI's  Washington 
field  office  that* 

CSW  is  specifically  recruiting  low  income 
students  who  would  qualify  for  Government 
Student  Loan  (GSL)  and  Department  of 
Education's  Pell  Grants*  CSW  receives  the 
funds  from  the  aforementioned  two  sources 
prior  to  student  commencing  education.  a 
material  percentage  of  these  students  never 
attend  CSW  or  drop  out  prior  to  graduation 
(CSW,  courses   range   from   three   to  sixteen 
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months).  These  student's  unused  funds  from 
GSX*  and  Pell  Grants  are  kept  by  CSW  with  the 
intent  to  defraud  the  U,S.  Governaent. 

(SsaiXEfl*     Bd  ig  criminal  investigation  Case  No. 
86-000270) 

Jan  31,  X986s  CSW's  bank  balance  for  their  operating  account 
showed  a  balance  of  approximately  $74 , 000 . 
Possibility  of  the  school  declaring  bankruptcy 
exists .      (S£U££fi!  IBID) 

May  1986 1  Report  by  the  Department  of  Education  office  of 

Inspector  General  fox  audit  revealed? 

CSW  has  failed  to  make  GSL  refunds  to 
lenders  within  40  days  after  the  date  of  the 
student's  withdrawal  from  the  school.  As  of 
this  date,  they  found  358  instances 
totalling  $349,850  of  untimely  refunds. 
Included  in  these  amounts  were  37  instances 
totalling  $86,702  for  students  who  never 
attended  the  school. 

HEAF  performed  program  reviews  in  June  1984 
and  April  1985/  and  informed  CSW  on  both 
occasions  of  not  making  refunds  to  lenders. 
Other  significant  problems  noted  by  HEAF 
were  loans  certified  and  loan  proceeds 
delivered  to  students  who  have  withdrawn,  no 
standard  for  measuring  satisfactory  progress 
of  its  students  as  of  June  1984,  and 
incomplete  attendance  records . 

CSW  apparently  failed  to  notify  the  lender 
in  231  instances  that  students  have 
graduated,  withdrawn,  or  ceased  to  be 
enrolled.  This  deficiency  could  affect  the 
collectibility  of  approximately  $577,500  of 
GSL  loans. 

CSW  does  not  always  return  loan  checks  to 
lenders  within  the  required  30  days  for 
those  students  who  have  not  enrolled  as 
expected . 

CSW  failed  to  engage  a  CPA  firm  to  perform 
the  required  student  financial  assistance 
audit  until  we  informed  them  of  our  audit. 
(Saurcs*  IBID) 

June  2,  1986$  ED  IG  interview!     Of   40  students   that  began  in 

another* s  class,  only  3  finished.     (SaJlTCS*  ED 
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June  9,  1986; 


June  12,  1986 i 


June  18,  1986  s 


June  19,  1986? 


Juno  19,  1986s 


XG  nana  or  multiple  interviews;  Interview  of 
former  CSV  student,  in  DOS  CI  file  86-000270) 

ED  IG  Interview:  Another  student's  class  started 
with  20  students  and  ended  up  with  6  students* 
(Sourest  ED  XG  rcao  of  multiple  interviews  of 
former  CSW  student,  by  R*  Cross,  in  DOS  CX  file 
86-000270} 

ED  XG  interview  i  One  student  class  had  37 
students  to  start  with  and  ended  up  with  12 
students.  There  were  reformatory  inmates  in  the 
class;  The  food  used  in  the  class  was  of  poor 
quality;  there  was  poor  control  of  the  students; 
there  was  no  equipment  to  work  with,  ( Source t 
ED  IG  memo  of  interview,  of  former  CSW  student, 
in  DOB  CX  file  86-000270) 

ED  IG  interview*  Another  source  worked  at  CSW 
from  January  to  June  1986  said  Kibarian  runs  the 
school  from  the  -quick-  buck  and  never  pays  for 
food,  supplies,  or  rent  on  facilities.  ( Source t 
ED  XG  file  memo  of  interview*  of  former  CSW 
employees,  in  DOE  CX  file  86-000270) 

ED  XG  interview* 

*  A  retarded  student,  applied  for  student 
financial  aid,  but  couldn't  -hack  it.**  His 
aid  money  was  covertly  returned  to  the  bank 
and  Pell  Grant  account,  Kibarian  never 
wanted  aid  money  returned. 

*  The  accounting  method  at  CSW  uses  a  valance 
sheet  showing  a  student  has  incurred  the 
entire  cost  of  the  $8,000.00  course,  when  in 
reality,  the  student  does  not  owe  the  entire 
amount  * 

*  Moral  Kibarian,  Barkevs  daughter,  has 
GSL '  s ,  Repayment  of  these  loans  were 
deferred,  because  she  was  supposed  to  be 
attending  CSW,  but  she  never  did  attend. 
{Sfiurcfij  June  19,  1986  ED  IG  interview  of 
former  CSW  employees,  in  DOE  CI  file 
86-000270) 

ED  IG  interview  of  one  employee t 

*  that  the  school  did  not  keep  proper  books; 

*  and  that  he  has  seen  instances  where  a 
student  signed  the  QSh  check,  the  money  was 
placed  in  CSWs  account,   the  student  never 
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showed  up  and  the  money  was  not  refunded* 
(Source?  June  19 ,  1986  ED  IG  interview  of  a 
former  CSW  bookkeeper ,  in  DOB  CI  file 
86-000270) 

June  19,  1986 t         ED  IG  interview  of  a  former  financial  aid  officer 
at  CSW*    He  saidx 

*  CSW  did  not  have  any  written  procedure*  for 
administering  the  student  financial  aid 
programs . 

*  If  an  instructor  did  not  tell  the  CSW  office 
that  a  student  dropped  out  or  never 
showed-up,  no  action  was  taken  to  refund  any 
tuition  money*  ( Source i  June  19,  1986 
interview  memo,  in  DOE  CI  file  86-000270) 

July  3,  1986s  ED  IG  interview  of  another  employees 

*  Kibarian  never  wanted  a  student  to  go  aw  re 
than  one  semester. 

*  That  Kibarian  instructed  every  employee  not 
to  tell  anyone  a  student  never  showed  up  or 
dropped  out* 

*  Kibarian  never  gave  any  tuition  money  back 
to  banks  or  students  after  the  students  quit 
and  were  owed  refunds.  (Source:  July  3, 
1986  interview  of  a  former  CSW  employee,  in 
DOE  CI  file  86-000270) 

July  31,  1986 t         ED  IG  interview!     William  King,   former  employee. 
Culinary  School  of  Washington  said* 

*  he  stole  approximately  $6,000.00  from  CSW 
and  that  Walter  Scearcy,  another  CSW 
employee  stole  approximately  $12,000*00 
through  salary  advances  and  check  forgery. 
King  said  that  six  months  after  he  arrived 
at  CSV  he  was  trusted  enough  to  sign  checks 
in  the  school  owners  name.  Given  this  and 
Scearcy 's  position  as  bookkeeper  it  was  easy 
to  steal  the  money. 

*  King  saia  the  Kibarian  took  $13,000.00  in 
Supplemental  Education  Opportunity  Grants 
funds  into  the  school 's  operating  account 
around  September  1984  and  never  disbursed 
these  funds  to  students.  (Source?  July  31, 
1986  ED  IG  interview  memo,  in  DOE  CI  file 
86-000270) 
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Aug.  13,  X 986 1         Kiguel  de  le  Cuetara,   An  attorney  representing 
local  Spanish-fcsericens  reported  the  following t 

•  CSV  he*  been  running  classified  ads  in  the 
major  newspapers  of  Puerto  Rico, 
representing  itself  as  a  "university.  The 
ads  state  that  persons  can  coae  to 
Washington,  D.c.  to  study,  and  promises  jobs 
in  the  culinary  field.  The  ads  state  that 
persons  with  culinary  experience  can  begin 
working  immediately,  making  up  to  $14  per 
hour.  Those  with  no  e*perience  are  told 
that  they  will  receive  student  aid  funds  to 
attend  CSV,  and  that  they  will  be  provided 
apartments  in  Washington,  d.C. 

*  A  number  of  Puerto  Ricans  have  been 
recruited  by  CSW  through  the  ads,  many  using 
their  life  tavings  in  order  to  come  to 
Washington  only  to  find  that  the  ads  are  not 
true.  They  are  not  provided  jobs, 
apartments,  etc*  Some  were  provided  low 
rent  apartments  only  to  be  evicted  some  time 
later  because  CSW  had  not  paid  the  rent, 
( August  13,  1986  ED  XG  memo  by 
phone  call  tc Robert  Gray,  ED  IG,  in  DOB  CX 
file  86-000270) 

Oct.  21,  1986  The  regional  IG  for  audit  completes  their  review 

of  an  audit  report  on  CSW's  SBOG,  GSL  and  Pell 
grants  programs  for  the  two  years  ending  June  30, 
1984.  The  audit  was  conducted  by  Hagan  He 
Clinlick  and  Co.  of  Pittsburgh,  Pa. 

The  findings  they  reported  to  the  ED  IG  on 
January  21,  1986  weret 

1.  Two  student  aid  reports  were  missing  from 
the  students  files. 

2.  Three  of  the  student  files  tested  showed  the 
refunds  due  to  the  Title  XV  program  were  not 
deposited  on  a  timely  basis. 

3.  Of  the  students  files  tested  in  the  audit, 
documentation  was  not  found  notifying 
lenders  of  *  change  *n  the  students' 
enrollment  status. 

4 .  Documentation  was  not  found  indicating 
students  financial  aid  status. 
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5.  The  withdrawal  rata  for  the  school  for  the 
award  years  ended  June  30 ,  1984  and  1983  was 
711  and  48%  respectively. 

in   their  concluding   remarks,    the   audit  report 
saids 

*  "The  management  of  the  Culinary  School  of 
Washington,  Ltd.  is  responsible  for 
establishing  and  maintaining  a  «Y«t*»  of 
internal  accounting  control.  In  fulfilling 
this  responsibility,  estimates  and 
judgements  by  management  are  required  to 
assess  the  expected  benefits  and  related 
costs  of  control  pr^edures.  The  objectives 
of  a  system  are  to  provide  management  with 
reasonable,  but  not  absolute,  assurance  that 
assets  are  safeguarded  against  loss  from 
unauthorised  use  or  disposition  and  that 
transactions  are  executed  in  accordance  with 
management's  authorisation  and  recorded 
properly  to  permit  the  preparation  of 
financial  statements  in  accordance  with 
generally  accepted  accounting  principles." 
(Sojir£ej  October  21,  1986  ED  IG  letter  to 
Mary  Ann  Kibarian,  and  attached  report  of 
audit  by  Hagsn  He  CiinlocJc  and  Co.  CPA. ,  in 
DOE  CX  file  86-000270) 

pec.  1986*  The    IG    investigators'    analysis    of    11,110  bank 

checks,  subpoenaed  from  CSW  and  representing  six 
accounts,  revealed  that  Barkev  Kibarian,  CSW 
owner,  his  wife  and  their  three  children  received 
17.3%  of  the  school's  gross  receipts  in  1982; 
10.6%  in  1983?  11.3%  in  1984?  4.9%  in  1985?  and 
6.6%  in  1986.     (Exhibit  FF) 

KIBAKI^S  GROSS  RECEIPTS 

1982  $    82,712*25  $  476,123.03 

1983  89,958.08  848,740.88 

1984  104,855.8?  1,238,279.00 

1985  133,144.23  2,714,808.00 

1986  26,754.43  402,213.32 

(through  4/86}  (through  4/86) 

( ftatfCS  *  January  20,  1988  OIG  report  o  t 
investigation,     information    in    report  pxuvided 
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Hareh  13,  1987  s 


Dec.  30,  1987: 


Jan.  27,1988 


pursuant  to  November  26,  1988  ED  IG  letter  to 
CSV,  in  DOS  CI  file  86-000270) 

CSV  notifies  SD  that  they  withdrew  its  membership 
from  Natts  and  they  remair.  a  member  of  CNCE. 
(££U££fi*  CSW  March  13,  198'  letter  to  Dept.  of 
ED,  in  DOS  CI  file  86-000270) 

ED  IG  interview  of  Walter  Johnson  Screacy,  former 
CSW  employee r 

*  He  took  cash  to  CSWs  attorney  "Becker"  at 
the  request  of  Barkev  Kibarian. 

*  Kibarian  enrolled  students  at  CSW  that 
couldn't  benefit  from  the  training. 

*  Kibarian  would  not  allow  instructors  to 
•drop*1  a  student  for  any  reason , 

*  Kibarian  took  student  financial  aid  checks 
for  students  that  stopped  attending. 

*  The  Kibarian* s  made  a  lot  of  trips  abroad. 

*  Kibarian  paid  a  chef  $300.00  to  come  in  and 
be  a  "show  piece"  when  any  inspectors  or 
evaluators  were  around. 

*  Kibarian  paid  him  S250  -  500.00  per  week  in 
cash/  "under  the  table"  to  avoid  IRS* 

*  Kibarian  "paid  off"  some  U.S.  Department  of 
Education  personnel  and  D.C.  government 
personnel  in  order  to  keep  his  school  open. 


*  Kibarian  had  trouble  in  timely  submitting 
periodic  reports  to  various  regulating 
agencies. 

*  Kibarian  received  "kickbacks"  from  PS1 
Printing. 

*  Kibarian  had  a  "currency  scam"  involving 
nationals  from  the  countries  oi  Nigeria  and 
Cameroon,  (Source*  ED  IG  Dec.  30,  1987 
interview  memo  ot  Scearcy  ,  in  DOE  CI  file 
86-000270} 

Dept.  of  rducation  advised  CSW  that  none  of  its 
auxiliary  classrooms  are  eligible  for  the  federal 
student  aid  program.  it  references  a  letter  to 
CSW  concerning  these  auxiliary  classrooms  dated 
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9/4/86  to  which  they  have  not  yet  received  a 
response.  f Source;  1/27/88  letter  of  Lois 
Moore  to  Kibarian) 

Feb,  29,1988  CSW  responds  to  Dept.  of  Ed.  by  stating  that  they 

never  received  the  1986  letter  and  enclose 
approval  for  the  auxiliary  classrooms  from  D>C, 
Licenser  and  ACCET .  CSV  also  claims  that  ACCET 
does  not  give  separate  approvals  for  auxiliary 
classrooms  but  includes  a  blanket  approval ♦ 
(Source*  2/29/88  latter  of  Melany  LaCount  to  Lois 
Moore) 

Mar.  31,  1988  ED  IG  Summary  of  resolution  actions  rei    Audit  of 

Culinary  School  of  Washington  number  03-60501, 
Final  Report  of  February  1988. 

*  The  audit  recommended  recoveries  of  $409,466 
plus  an  additional  $78,910  in  recoveries 
that  were  not  addressed  in  the  audit  for  a 
total  of  $488,367  in  recommended 
recoveries,  $36,505  had  been  previously 
recovered  from  CSV* 

*  CSW  also  was  to  remit  $376,762  in  GSL 
refunds  to  lenders,  of  which  the  final  OIG 
report  indicates  CSW  made  $329,000  in 
refunds . 

*  The  remaining  $75,100  owed  to  ED  as  fines. 
( SQurge i  Summary  of  resolution  audit,  Mar* 
31,  1988,  No.  03-50501} 

Kay  16,  1988  ACCET   advises    Dept   of    Education   of   the  recent 

approval  of  the  eight  auxiliary  classrooms.  In 
it  Larry  Dodds  indicates  that* 

*  "First,  let  me  assure  you  that  ACCET  issued 
the  letter  listing  the  eight  auxiliary 
classrooms  as  approved  locations  because  it 
was  an  accurate  portrayal  of  what  really 
exists  and  existed  at  the  time  of  the  ACCET 
(then  CNCE)  on-site  evaluation.  The  on-site 
evaluation  team  actually  visited  three 
auxiliary  classroom  sites  as  part  of  the 
visit,  one  of  which  was  in  the  French 
Embassy* " 

*  "Also,  si  nee  CNCE  had  1 imited  involvement 
with  schools  with  Title  IV  recognition,  it 
was  not  realized  that  the  accreditation 
approval  needed  to  list  the  various  sites." 
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*  "In  the  case  of  the  Culinary  School  of 
Washington,  Ltd.,  the  fact  that  they  needed 
CNCE  to  list  the  sites  never  became  an  issue 
since  they  had  NATTS  accreditation.  Had  the 
school  not  been  accredited,  this  oversight 
on  CNCE's  part  would  have  been  discovered^  * 

*  "The  Analytic  Self-Evaluation  Report  (ASER), 
submitted  prior  to  the  on-site  visit,  listed 
the  external  classroom  locations.  The  team 
visited  three*  French  Embassy,  Le  Pavilion, 
and  £1  Falacio* " 

*  "I  am  puzzled  by  the  in-depth  nature  of  your 
letter  and  pursuit  by  the  U.S.  Department  of 
Education  in  what  appears  to  be  an  easily 
resolvable  and  justifiable  situation." 

*  Is  there  something  else  in  the  background 
about  which  I  need  to  be  apprised?  If  so,  I 
believe  the  time  has  cose  to  share  it  with 
me.  xf  not,  I  have  a  difficult  time  trying 
to  understand  why  there  appears  to  be  a 
"major  error"  on  the  part  of  the  school  or 
ACCET, " 

(N.B.  a  review  of  the  ASER  prepared  by  CSW  at  the 
time  of  the  initial  accreditation  only  lists  two 
of  the  eight  auxiliary  sites;  the  ASCOT 
Restaurant  and  Washington  Times.  There  is  no 
indication  in  the  site  team  report  that  the 
Trench  Embassy,  Le  Pavillion  and  El  Palacio  were 
visited  by  the  site  evaluation  team.  Moreover, 
they  are  not  included  in  the  new  auxiliary  site 
list  of  1988.)  C£oji££fii  Hay  16,  1988  letter  and 
records ) 

ED  IG  closed  criminal  investigation  case  no, 
86-0D270.  Gave  notice  that  an  01G  audit 
discovered  that  CSW  failed  to  make  guaranteed 
student  loan  refunds  in  the  tmount  of  $375,000. 
Subsequent  investigation  resulted  in  a 
presentation  of  the  case  to  the  AUSA.  In  the 
interim  period  between  the  OIG  audit  and  August 
1988,  CSW  made  $329,000  in  refunds  to  the 
guarantee  agency.  After  learning  of  the  refunds, 
the  AUSA,  who  had  still  not  made  a  decision  to 
either  prosecute  or  decline,  advised  that 
criminal  intent  would  be  very  difficult  to 
prove.  As  a  result,  in  September  1988,  the  AUSA 
was  notified  that  OIG  was  closing  the  case.  A 
copy  of  the  report  was  sent  to  the  IRS  at  their 
request . 
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The  report  concluded  that  "an  MIR  was  not 
prepared  since  mismanagement  was  not  found."  K 
MIR  is  a  Management  Implication  Report  used  by  BD 
IG  as  an  internal  wmrno  indicating  if  the  criminal 
investigation  uncovered  systemic  problems  in  the 
target  of  the  investigation,  according  to  ED  IP 
officials.  (fieuxcfi*  October  3,  1588  OXG  closed 
report,  in  DOE  CI  file  86-000270) 

July  17-21,  1989      Program   review   of   CSW   among  the  many  findings 
were: 

1.  CSW  failed  to  document  one  students 
dependency  status . 

2.  CSW  released  loan  proceeds  prior  to 
completing  verification. 

3 .  CSW  improperly  or  failed  to  complete 
verification  on  three  students. 

4.  CSW  failed  to  obtain  financial  aid 
transcripts  on  two  students. 

5.  CSW  failed,  on  one  student,  to  have 
documentation  of  a  High  School  diploma,  GED 
certificate,  or  having  passed  an  ability 
test. 

6.  CSW  verification  procedures  did  not  comply 
with  regulatory  procedures. 

7 .  CSW  had  a  statement  from  students 
authorizing  it  to  budget  excess  funds.  The 
statement  did  not  state  it  was  optional  and 
could  be  rescinded  at  any  time  by  the 
student . 

8.  CSW  had  an  excess  in  cash  from  federal  funds 
on  hand.  An  unspecified  fine  was  proposed 
on  CSW. 

9.  CSW  was  not  able  to  document  to  support 
amounts  on  Pell  grant  documents  on  April  3, 
1989.  Source;  Sept.  22,  1989  ED  program 
review  letter) 

Oct.  20,  1989  CSW  response  to  findings  in  program  review.  CSW 

adequately  addressed  some  findings,  said  they 
would  forward  additional  and  required  information 
in  other  areas*  ( Source;  Oct.  20 ,  1989  letter 
from  CSW  to  DOE) 
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ED  letter  responding  to  CSw  Oct  *  20,  1989 
letter.  (See  Above)  CSW  had  yet  to  forward  the 
additional  information  that  was  required*  ED 
proposed  a  fine  for  the  excess  cash  on  hand,  the 
amount  which  would  be  determined  later. 
(SojiESja?    Jan.  12 ,  1990  letter  form  DOE  to  CSW) 

ED  IG  interview  of  the  former  head  chef  and 
academic  directors 

*  CSW 3  root  problem  is/was  their  recruiting 
practices .  Students  were  obtained  from 
homeless  shelters ,  heating  grates ,  the 
indigent  ranks  etc.  Kany  were  functionally 
illiterate  and  had  no  high  school  diploma . 
He  heard  that  some  recruiters  would  take  the 
ability  to  benefit  test  for  some  students. 

*  He  would  lose  two  thirds  of  his  classes  in 
the  first  week*  The  students  usually  had  no 
idea  how  hard  you  had  to  work  to  become  a 
chef . 

*  Federal  student  financial  aid  programs  were 
somehow  misrepresented  to  prospective 
students  in  order  to  get  them  to  enroll  and 
then  afterward  things  were  not  as  desirable 
as  the  students  had  planned. 

*  When  money  was  apparently  tight,  the 
students  would  not  get  their  class 
materials. 

*  The  escrow  Pell  Grant  money  was  used  to  make 
the  payroll  * 

*  Maria  Ortega  took  trips  to  Europe  and 
deposited  as  much  as  $50,000,00  in  European 
bank  accounts  on  behalf  of  Kibarian. 
Kibarian  fired  Ortega  for  embe*«iing  money 
from  him.  (£ojirj££t  January  29,  1990 
interview  memo  in  DOE  CI  filo  86000270) 


CSW's  license  expires,  Title  IV  eligibility 
revoked.     (Sources     Interview  of  DOB  employees) 
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Thank  you  for  this  opportunity  to  provide  an  analysis  of  the  role 
of  accreditation  in  post  seconds: y  education  in  general  and  specifically 
for  private  career  schools  such  as  those  accredited  by  the  Accrediting 
Council  for  Continuing  Education  *  Training  ( ACCET ) .  I  have  been  asked 
by  the  subcommittee  staH  to  provide  an  overview  of  accreditation,  the 
role  it  player!  in  a  particular  case,  the  Culinary  School  of  Washington, 
and  what  steps  have  or  could  be  taken  to  avoid  a  recurrence  of  its  long 
and  painful  demise.  As  is  clear  now,  through  the  benefit  of  hindsight, 
there  ware  a  numbar  of  early  warning  signs,  that  foreshadowed  the  closing 
of  this  institution  this  past  June  and  the  outcome  gives  sad  credence 
to  an  old  saying,   "When  everyone's  in  charge,  no  on*»'f  in  chaig*." 


As  a  point  of  depasture  and  frame  of  inference*  I  offer  this 
perspective  as  one  who  has  both  operated  schools  and  served  in  various 
capaci t ies  within  the  f  r amewor k  of  accreditation.  After  nearly  five 
years  of  teaching  and  then  administering  a  pilot  program  at  George 
Washington  University  under  a  CETA  giant  in  the  mid-70's  that  sought  to 
establish  an  innovative  approach  to  paraprof essi anal  training,  more 
commonly  referred  to  as  trade  or  vocational  training.  I  assisted  in 
transferring  the  programs  to  a  private,  non-profit  ccrpontion.  The 
Human  Resources  Researrh  Oi gsni zat i on  (BumRRO) .  As  the  Director  of  the 
KumRRO  Technical  Education  Center,  I  sought  and  obtained  accreditation 
of  this  school  with  the  Council  for  Noncollcgiate  Continuing  Education 
(now  ACCET)    in    1 981    and    in  became   accredited    by    the  national 

Association  of  Trade  and  Technical  Schcols  ( NATTS ) ,  as  well.  Over  the 
past  nine  years  I  served  both  organi tat i ons  on  numerous  ocrasions  as  an 
on-site  evaluator  and  for  two  years  served  as  a  Commissioner  on  the 
ACCET  Accrediting  Con  lesion.  Aftet  a  one-year  stint  to  :n;tiate  and 
develop  an  affiliated  association,  the  Continuing  Education  Ascoci »t i on . 
I  was  asked  by  the  ACCET  Board  of  Trust  u-^s  to  direct  preparations  for 
an  Interim  Report  to  the  Secretary  of  Education  in  t he  development  of 
ACCET's  petition  for  continuation  of  its  recognition.  1  have  served  as 
Acting  President  since  May  9  of  th^s  year  , 


it  is  therefore  not  simply  the  difference  m  perspective  between 
a  regulatee  vs.  regulator  when  I  state  that  accreditation  is  the  most 
cost-effective  and  reliable  system  we  aie  ever  likely  tu  c'teate  for  the 
purpose  of  assessing  and  improving  the  delivery  of  education  and 
training  in  this  country.  At  its  foundation,  built  upon  consensus 
standatds,  periodic  se I i - eval uat l on  and  peer  review  is  a  bedrock  for 
sound  educational  admini st r at  i  on ,  This  is  true  for  ttade  and  vocational 
schools,  both  profit  and  non-profit,  as  it  i  r»  for  universities  and 
ec.PM*unity  cclleges.  while  it  is  also  true  that  students  who  do  not  have 
proper  access  to  competently  delivered  education  and  training,  for  which 
^hey've  paid,    are  the  propel   1  for    i>ui    fius.tr  at  ion  and  any*r  ,  the 

major,  lty  of  good  school  ;  a-iJ  irvn  yi*ar  schools  <mm  wi^:#gfuJ!y  depicted 
along   with   the  had   <3r.e-  th:.;    atmosphere,    the    tenn  "for-profit 

proprietary  school"  ha-  '«**»n  tainted  and  used  in  the  most  dei  Oijatury 
ser.se  as  a  mod*  1  icr  corrupted  educ**iona!  value?,  greed  and  dishonesty. 
Amazingly,  in  a  natim  that  grasps  capitalism  to  its  bosom  like  a  patron 
saint,  the  very  thotght  of  combining  ^duration  with  profit  sends  many 
into  spasms  of  moral  outrage.    We  would  b*-  better  served  by  focusing  on 
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the  "quick-buck*1  operators  with  deep  pockets  and  clover  lawyers  who  hav* 
subverted  •  process  originally  designed  lot  alow*r  moving  targets.  And 
quite  frankly,  while  I  would  not  presume  to  sp*>ak  for  my  colleagues  at 
the  other  accrediting  agencies,  I  sincerely  believe  that  the  accrediting 
agencies  are  an  invaluable  partner  in  the  triad  of  quality  assurance 
along  with  the  state  and  federal  agencies.  While  it  can  be  argued  that 
we  have  dragged  our  teet  on  implementing  reforms  to  strengthen  the 
accreditation  process,  there  is  no  question  in  my  mind  that  the  past 
year  has  been  a  chastening  experience  tor  all  but  the  dull-witted  and 
those  otherwise  immune  to  moral  outrage  ov*»s  the  abuses.  Change  never 
comes  easily  and  institutional  change  comes  haider  still,  but  with  a 
little  bold  leadership  braced  by  common  sense  am!  the  will  to  make  the 
system  work,  it  will  work.  Given  the  marginal  state  of  public  education 
at  the  elementary  and  secondary  school  level  over  the  past  two  decades 
and  the  increising  burden  that  it  now  presents  to  our  industries  in  this 
decade,  we  can  ill-afford  the  demise  of  a  private  caseer  school  sector 
whose  innovations  and  productivity  are,  of  necessity,  honed  by 
competition « 

In  the  current  atmosphere,  we  are  forced  to  defend  and  support  the 
contributory  role  of  ptivate  career  schools  from  a  weakened  position  and 
on  the  wrong  terms,  namely,  access  to  federally  guaranteed  loans  and 
grants,  instead  of  measurable  quality  criteria  that  meet  our  growing 
workforce  needs.  Unfortunately,  too  many  schools  have  served  as  willing 
victims  by  simply  accommodating  these  wrong  terms,  using  marketing  and 
admissione  techniques  that  aie  sometimes  more  clever  than  sophisticated 
and  often  superior  to  their  educational  delivery  systems.  Compounded 
by  th«  problems  of  students  who  have  poor  learning  skills,  low  self- 
esteem,  counterproductive  behavioral  patterns  and  weak  financial 
resources,  the  results  are  often  seen  in  media  poitrayals  of  human 
tragedy  such  as  that  depicted  of  tt.e  Culinary  School  of  Washington. 


Which  brings  me  to  the  subject  at  hand:  what  happened,  why  did  it 
happen  and  what  can  and  is  being  done  to  prevent  it  from  happening 
again?  I  offer  the  following  review  in  a  chronology  of  documented 
events  that  we  can  find  in  various  memoranda  and  letters  on  record  since 
the  time  of  initial  application  by  the  Culinary  School  of  Washington  in 
1985.  At  the  risk  of  turning  hindsight  into  insight,  except  for  an 
initial  finding  by  the  on-site  Examination  Team  during  its  June  28-29, 
1985,  visit  that  "there  is  a  strong  need  to  improve  documentation  of 
financial  practices  and  records,  especially  in  the  area  of  student  loans 
and  granta.*  a  lack  of  follow-up  and  correspondence  is  perhaps  more 
telling.  The  current  structure  and  practice  of  the  Accrediting 
Commission  provide  for  a  standing  Financial  tfeview  Committee  to  review 
all  schools  reported  by  the  examination  Team  to  have  weaknesses  in  any 
of  the  subsection*  on  Standard  II!  -  Financial  Pra^ti^es.  At  the  last 
Commission  meeting  in  August,  1990,  half  the  schools  reviewed  woi^ 
referred  to  the  Financial  Review  Committee.  Approximately  hali  (14)  c f 
these  schools  became  deferred  or  denied  accreditation  whet e  financial 
practices  were  cited  as  an  area  of  weakness. 

While  the  OIC  conducted  an  audit  of  the  program  for  the  period 
July,  1982,  to  December,  1985,  producing  a  draft  report  in  May,  1987, 
and   a    final    version    in    February,    198$,    recommending  approximately 
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S400#000  in  refunds,  we  found  no  reeoid  of  this  report  being 
disseminated  to  ACCET  for  review.  Similarly  ft  HEAP  Report  dated  July. 
19$$,  cited  serious  problems  in  financial  aid  administration  but  there 
is  do  record  of  ft  copy  forwarded  to  ACCET,  in  fairness,  it  should  also 
be  noted  that  until  May  of  1989,  ACCET  had  nc  formal  written  policy 
dealing  with  adverse  actions  by  other  agencies,  A  detailed, 
comprehensive  revision  to  this  policy  in  Harch,  199^,  was  approved  by 
the  ACCET  Accrediting  Commission  to  establish  a  formal  review  process 
for  such  actions  indicated  in  the  OIG  end  HEAF  Reports  which  are  brought 
to  our  attention.  The  Commission  would  review  such  document  at i on  and 
take  appropriate  action.  A  formalised  channel  of  regular  communications 
among  federal,  state,  and  accrediting  agencies  woi'ld  i^tvr  the  process 
of  periodic  review.  Towetd  that  end.  the  Commission  established  at  its 
August,  1990,  meeting  that  the  independent  two-yeai  audit  of  financial 
aid  required  by  the  Higher  Education  Act  be  initiated  after  the  first 
fiscal  year  of  eligibility  in  older  to  provide  a  mote  timely  review 
during  the  early  stages  of  participation  in  the  Title  IV  programs. 

Xn  May,  1968,  correspondence  between  the  Eligibility  Branch  and 
ACCET  xndi  cated  concerns  over  auxiliary  c 1  ass  rooms  at  a  number  of  t  he 
school's  restaurant  extetnship  locations,  The  ACCET  response  was  that 
they  were  approved  but  not  cited  at  such,  previously,  to  the  Department. 
There  is  no  record  of  a  follow-up  review  by  ACCFT  except  by  letter  to 
the  school  dated  August  10,  1980,  indicating  a  series  of  geneial 
concerns  related  to  complaints,  changes  in  curricula  and  management 
practices  at  the  school,  In  retrospect,  this  situation  deserved  a 
closer  review  and  certainly  if  any  site  was  unappr oved ,  a  serious 
investigation  and  on-site  visit  would  be  prompted,  Prior  tu  Kay  I, 
1990,  ACCET  did  not  require  a  preliminary  on-site  visit  foi  newly  o|,»ned 
branches  and  auxiliary  classrooms,  relying  on  State  approval  and  a  f^ur 
month  follow-up  visit.  Since  that  date,  a  detailed  check] is'  is 
submitted  and  reviewed  on-site  by  ACCET  staff  fo*  all  sites  involve!  i u 
Title  IV  prior  to  presenting  a  report  to  a  Subcommittee  of  the 
Commission  for  final  review  and  interim  approval,  A  full  team  on-site 
visit  is  then  scheduled  approximately  four  months  after  interim 
approval  Only  main  campus  operations  are  accredited  and  the  extension 
of  that  accreditation  to  an  external  location  carries  the  responsibility 
of  the  main  campus  to  properly  supervise  these  locations.  A  number  of 
recent  easet*  of  concern  to  the  Commission  have  resulted  in  "show  cause" 
action  against  the  main  campus  for  fallings  discovered  at  a  branch. 
Additionally,  the  Commission  issued  a  ca 11  * f or  -  comment  m  July.  1990. 
proposing  to  limit  branches  to  a  maximum  of  one  pet  year,  a  practice 
currently  in  place  at  othoi  agencies  to  provide  orderly  restraints  on 
this  activity. 

During  the  Spring  and  Summer  of  1989.  a  ma^or  surge  in  complaints 
from  former  students  and  staff  were  received  by  ACCKT.  The  complaint 
procedures  prior  to  May  of  that  year  were  unwritten,  informal  and 
unloggad.  The  record  is,  to  a  large  extent,  silent  beyond 
correspondence  requesting  clarification  and  zesoluticn  by  the  Culinaiy 
School  of  Washington  and  the  school's  denials  of  any  ^r  ong  ■  doing .  f.'o 
definitive  action  can  be  found  in  the  record  until  <*  show  cause  was 
issued  on  January  8,  1990,  in  response  to  negative  publicity,  r.tucent 
complaints  and  actions  taken  by  VA  and  DC  licensure  agencies.  In  April 
1990.  the  Commission  approved  a  completely  revamped  complaint  policy  and 
procedure;  all  complaints         processed  by  a  senior  staff  person,  logged 
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and  presented  to  the  Commission  in  in  update  report  tt  each  Commission 
matting. 

on  January  9,  1990,  Culinary  School  of  Washington  filed  a  Chapter 
11  bankruptcy  petition  and  cancelled  the  scheduled  January  U  via it  by 
an  JICCBT  Ksamin.tion  Team  on  the  dsy  of  the  visit  fc*£  £t  "it* 
counaai  and  D.C,  Education  Licensure  Commission  \  ELC)  officials  to 
coordinate  efforts.  The  ELC  agreed  to  revoke  the  license  on  » 
but  the  Bankruptcy  Court  issued  a  temporary  "*Sr^in«  !J?f?iS 
Evocation  of  this  license.  On  February  27  1990,  ^»  ELC  notified 
ACCET  that  the  Culinary  School  of  Washington  had  agreed  to  close  with 
a  teach-out  agreement  culminating  in  the  school  s  closure  by  June  30. 
X990. 

This  case  begs  an  obvious  question  of  closure:  cm  it  happen 
again'  Unf  ortunatel  y ,  any  answer  but  yes  would  hive  to  be  auspect  until 
tested  and  scrutinised  over  a  timeframe  sufficient  to  measure  the  impact 
of  recent  statutes  passed  in  December ,  1989.  in  the  Budget 
Reconciliation  Act  (Public  Law  101-239),  the  Department  of  Education  s 
t>efault  Reduction  Initiatives  of  June  S,  1989  and  the  various  eforms 
instituted  by  ACCET  and  other  accrediting  agencies  over  the  past  year. 
What  can  clearly  be  said  with  a  measure  of  certainty,  is  that  there  ate 
far  more  remedies  in  place  than  thete  ire  analyses  of  their  combined 
impact  on  postsecondaiy  education,  particularly  shot t.r  term >  program* 
of  test  thin  a  year,  If  the  Pendulum  swings  too  far  toward  an 
idvereinal  relationship  between  the  regulatory  bodies  represented  In 
♦he  triad,  we  will  have  undermined  the  foundation  of  expert  is*  ar.d 
i -idership  needed  to  support  our  mutual  goal  of  improving  weak  school  * 
aud  closing  the  bad  ones. 

RKCOKREftDATION:     HOLE  DEFlRXTIOn  hfiO  COKMUH J CAT I GR 

which  brings  me  to  what  1  and  many  others  b«lieve  to  be  the 
overriding  issue  underlying  the  weaknesses  in  the  system;  a  lacX  of 
clear  role  definition  and  communication  linkages  that  keep  us  informed 
about  essential  information.  The  triad  of  quality  assurance  in 
a  conceptual  void  reserved  for  interesting  intellectual  roust ructs  that 
people  express  when  they  are  not  prepared  to  take  a  stand.  The  first 
step  should  be  taken  at  the  Department  of  Education  s  initiative  calling 
for  a  series  of  work  sessions  involving  the  accrediting  agencies.  *t*1<? 
authorities,  guarantee  agencies  and  federal  representatives,  tocuaed  on 
clarifying  the  respective  roles  and,  most  importantly,  agreeing  -  not 
regulating  or  legislating  but  simply  agreeing  -  to  specific  information 
exchanges  through  memorandums  of  understanding  or  similar  devices.  At 
the  risk  of  overstating  their  rol*.  I  woulrt  include  the  guaranty 
agencies  because  they  serve  a  significant  role,  that  U  both 
sufficiently  ill -defined  and  important  enough  to  make  them  a  member  or 
triad-plus-one  or  its  namesake  equivalent-  Each  us  has  «tn  import,  nt 
role  and  some  measure  of  overlapping  responsibility  that  woul'.  hetlfi 
serve  the  public  interest  by  clearly  defining  primary  and  secru.-Ut) 
levels  of  responsibility  and  sharing  related  information. 

RECOMMEND  AT  I Off :      LAWSUITS  AND  BANKRUPTCY 

The  role  of  accreditation  has  changed,  evolving  from  a  traditional 
collegial  model   of   interaction  to  one  of   a  compliant  office  with  an 
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increasingly  legalistic,  albeit  educational 1 y  focused,  underpinning. 
He  are  ever  more  frequently  sued  over  adverse  actions  of  denial  or 
withdrawal  of  accreditation  which  in  turn  drains  resources  otherwise 
available  to  develop  and  improve  the  process .  Statutory  protection  or 
other  assistance  in  such  lawsuits  resulting  from  the  performance  of 
duties  that  serve  the  public  interest,  would  greatly  benefit  that 
interest.  Increasingly,  schools  seek  the  protection  of  the  Bankruptcy 
Court  such  that  accreditation  and  its  supporting  activities  are  at  best 
in  a  grey  area  where  the  agency  is  hesitant  to  do  anything  for  fear  of 
a  court  citation  and  fines,  A  clear  expression  of  congr essi ona J  mtenf 
such  that  accreditation  is  exempted  from  t  hi  &  paralysing  situation, 
would  serve  the  process, 


When  a  school  closer,  students  are  often  left  at  the  door  with  no 
where  to  go  to  complete  their  training  01  to  obtain  a  refund.  There 
needs  to  be  a  fund,  perhaps  pai d  into  *s  an  insurance  fee  per  1 oan . 
collected  from  the  school  by  the  stat*  guarantee  agency.  The  fund  could 
be  administered  by  an  ad  hoc  task  force  mad*>  up  of  :  epr  esent  at  %  ves  from 
th*  state,  accrediting  and  guarantee  agencies . 


A  central  focus  of  *ny  rational  discussion  on  student  defaults  must 
also  address  the  obvious  shift  over  the  past  ten  years  from  giants  to 
loans.  At  a  time  when  budget  deficits  loom  larger  than  life,  no  or.e 
expects  this  situation  to  change  in  the  near  term.  However,  eventually 
it  must  change  if  we  are  to  address  the  unbalanced  burden  nn  thor^e  with 
the  fewest  ortions  and  opportunities  to  build  a  fviture  that  serves  Loth, 
theirs  and  the  nation's  needs. 


Finally,  1  am  left  with  the  observation.  long  held,  that 
accreditation  is  a  maji»i  piece  to  a  complex  puzzle;  if  it  didn't  exist 
we  would  have  to  invent  it  to  complete  the  picture.  That  said,  it  must 
be  administered  at  the  highest  level  of  integrity  in  service  to  the 
public  interest  as  a  true  indicator  of  quality  education  and  training. 
It  has  too  often  been  assumed  to  be  the  #1! ■ encumpassi  ng  gate  keeper 
when  in  fart  it  is  part  of  a  complex  system  that  must  interact 
purposefully  and  clearly  for  it  to  work  properly.  The  gla'e  uf  the 
spotlight  by  the  media,  the  Department  of  Education  *nd  the  Q'^nyr  ess  has 
focused  our  attention  and  painfully  crystallized  a  s*»n»e  of  renewed 
urgency  and  commit meat    to  making  the  process  wo»k  e!fectAvelyt 
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September  2$,  ltto 


Ks .   El  •more  J  .  Hill 
Chief  Counsel 

Permanent  Subcommittee  On  I nvest 1 gat 1 ons 
U.S.  Senate  Committee  On  Governmental  Affairs 
Washington.  DC  20610-62S0 

Dear  Ms .  Bill: 

That  letter  ia  written  in  response  to  your  query,  dated  September 
20,  1990,  posing  sever*!  question*  as?  a  supplement  to  my  recent 
testimony',  I  offer  the  following  information  and/or  analysis  in 
response  to  each  question: 

1.  Q.     Subcommittee  staff  learned  of  allegations  of  emhestlement  by  Dr 

Kibarian  trom  southeastern  University  to  Mre-  Kibarian  as 
president  of  the  Culinary  School.  Dad  accet  know  about  there 
allegations?  If  not,  why  not?  You  accredited  them  in  iV85 
about  the  same  time  of  the  stories? 

A.  I  have  found  no  record  of  any  information  related  to  the 
allegations  of  embestsl  ement  by  Dr.  Kibarian  tit  Southeastern 
university.  Since  I  am  unaware  of  the  details,  I  am  not  certain 
how  to  respond  to  the  question:  why  didn't  we  know?  Neither 
the  channels  nor  protocols  for  communication  between  the  various 
agencies  ate  presently  definitive  nor  all  inclusive  of  the  types 
of  information  represented  in  this  case-  in  my  testimony  betore 
the  Subcommittee  X  presented  the  recommendation  for  formally 
establishing  these  linkages  in  the  belief  that  it  is  extremely 
important  to  the  accreditation  process.  ACC£T  has  recently 
established  the  policy  and  procedural  steps  for  addressing  such 
information  in  its  Document  «8  -  frolic*  On  Adverse  Act i one  Ev 
Other  Agencies  .  Access  to  the  ir.f  ormat  i  or.  incorporated  into  the 
policy  temainc  an  issue  that  ?s  not  as  of  yet  fully  explored 
much  less  resolved. 

2.  Q.     Why  do  we  involve  accreditation  in  the  Title  2V  participation 

process?  Isn't  it  true  that  the  veterans*  Administration 
doesn't  rely  on  accreditation  and  hasn't  since  the  iSSOs'* 
Ajen't  we  asking  you,  the  accrediting  bodies,  to  essentially  be 
schi Xophr er.i c?  On  the  one  hand,  you  make  money  by  accrediting 
mcie  schools;  and  we  are  also  asking  you  to  kick  a  1  &t  of  them 
out  . 

A.  An  argument  can.  and  obviously  is  being  made  that  sect  edi  t  at  l  on 
should  not  be  involved  in  Title  IV  participation.  ACCET  is 
pnhaps  somewhat  unique  in  that  approximately  one-half  of  its 
accredited  institutions  do  not  participate  in  Title  JV  programs 
but  teeK  accreditation  as  a  process  for  measuring  their 
educational    programs    against  ^stated    standards    and    as  such 
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committing  tp  a  proctss  of  ongoing  sal  f  -  improvement  and  an 
attaatation  of  that  commitment.  That  said,  tht  precees, 
properly  administered,  ift  a  sound  and  effective  means  for 
evaluation  of  the  educational  quality  factors  involved  in  the 
delivery  of  this  education  and  training;  this  is  true  for  both 
Title  IV  and  non-Title  iv  eligible  institutions.  It  is  not,  nor 
was  it  ever  intended  to  be ,  the  sol e  measure  of  the  various 
administrative  practices  within  the  schools,  psrticularly  those 
involved  in  student  financial  aid  and  some  aspects  of  consumer 
protection  »ach  as  marketing  and  recruitment  practices.  While 
the  standards  and  policies  address  some  of  these  aspects  of  the 
operation,  they  are  complex  issues  thst  require  the  rigor  of 
auditing  and  regular  monitoring  on-site  and  therefore  are  more 
properly  within  the  primary  oversight  responsibility  of  the 
federal  and  state  regulating  agencies  respectively. 

1  £  the  point  cf  departure  in  the  argument  t  o  remove 
accreditation  as  an  element  of  Title  IV  participation  is 
premised  on  the  belief  that  an  assessment  of  educational  quality 
is  not  a  central  issue  in  participation,  than  the  argument  is 
sc-nd.  It  is,  however,  my  belief  thst  quality  educational 
delivery  does  not  inherently  follow  from  measures  that  simply 
astute  a  strict  adherence  to  mechanistic  procedures  and.  an 
fsct,  that  after  the  dishonest  operations  are  closed  ve  vi  11 
atill  be  left  with  those  who  are  well-intentioned,  honestly 
administered  and  educationally  weak.  You  can  count  the  books, 
leviuw  impressive  faculty  credentials,  assure  that  all  tn* 
facility  cod**  ire  met  and  files  carefully  maintained  without 
diacoveiing  the  weaknesses  in  texts,  instruction  that  borders 
on  ineptitude,  an  envi  r  uitm«*s»t  ncn- conducive  to  learning  oj 
meticulous  documentation  of  administratively  important  but 
educationally  irrelevant  information.  I  wish  I  could  honestly 
say  to  you  that  accreditation  carried  with  it  an  ironclad 
certification  of  quality  education  but  1  can  not  in  good 
conscience  say  this;  it  is.  however,  through  the  establishment 
of  standards  and  the  use  of  peer-review,  a  valid  process  for 
hemg  able  to  address  these  issues  and  as  accreditation  is  being 
damned  in  tei tain  sectors,  there  are  states  (Maryland  for 
example)  thai  #u  currently  reviewing  the  use  of  accreditation 
to  strengthen  the  Standards  in  our  public  schcol  systems. 

If  the  Varteran's  Administration  is  able  to  cuf f icie  »tly  address 
the  issues  to  the: r  satisfaction  without  accreditation  then  my 
argument  falls  flat  on  the  facts.  While  I  operated  a  school 
with  Vh  certification  (HumKKO  Technical  Education  Center)  it  was 
alto  an  accredited  institution  and  I  suspect  that  many,  if  not 
most,  of  the  VA  approved  schools  are  accredited  and  therefore 
benefit  wilhout   the   formal    requirement   by  VA   to  be  so.  You 
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might  do  wall  to  inquire  about  the  state  eppro*<ng  agencies 
(such  as  the  Dietriet  of  Columbia)  who  have  been  under  revif* 
themselves  by  tht  VA  tor  f  ai lure  to  provide  tha  reliable 
oversight  mandated  in  their  contractual  agreements. 

On  the  matter  of  eobisophrenia,  my  personal  affliction  aside, 
X  believe  that  tht  agencies  themselves*  share  a  concern  mbout 
growth.  It  it  true  that  wo  earn  revenue  by  the  sustaining  and 
processing  fees  of  currant  members,  but  ACCET  recently 
inatitutad  a  special  aseeasment  on  ita  currently  accredited 
member*  who  are  participating  in  Title  IV  because  the 
adminiatrativt  overhtad  attributed  to  this  sector  it 
considerably  higher  than  that  for  avocational  programs. 
Additionally,  Accrr'e  growth  over  the  past  seven  years  has  not 
simply  leveled  oft  but  actually  declined  and  the  Board  of 
Trustees  has  given  me  a  clear  directive  to  build  a  strong 
foundation,  not  a  mighty  edifice.  Thia  is  not  a  verbal  parry 
at  the  iaaue  of  growth  but  a  sincere  and  honest  statement  of  the 
focue  of  this  agency  and  it  the  integrity  of  the  procea*  is  to 
be  sustained  we  must  be  honest  brokers  of  that  process.  We 
"kick  a  lot  of  them  out"  when  we  find  a  lot  of  them  in  non- 
compliance and  there  is  increaaing  evidence  of  this  m  recent 
Commission  del iberationa „  We  are  also  slowed  considerably  by 
due  process*  bankruptcy  filing's  and  law  suits,  all  of  which  are 
a  drain  on  our  limited  resource*. 

3.  Q.    rout  records  reveal  that  you  never  did  e  site  visit  on  any  of 

the  auxiliary  classroom*  that  Culinary  used?  Why  not?  Even 
though  all  of  the  complaints  you  received  came  from  these  sites, 
why  didn't  you  ever  viait  them?    Do  you  now? 

A ,  Our  records  indicated  that  your  observation  is  correct  and  the 
site  visits  were  net  conducted  at  auxiliary  classrooms.  Prior 
to  May  1,  X990,  the  policy  on  these  sites  did  not  mandate  auch 
a  viait,  relying  instead  on  state  licensing  and  the 
administ rsti ve  oversight  responsibility  of  the  main  campus  under 
which  these  sites  were  governed,  Since  that  date,  all  branches 
and  auxiliary  classrooms  involved  in  Title  IV  require 
preliminary  on-site  review  prior  to  consideration  of  approval 
by  the  Commission  Subcommittee  established  for  this  review,  h 
follow-up  on-site  visit  is  conducted  approximately  four  months 
after  this  and  a  full  review  is  then  conducted  by  the 
Accrediting  Commission.  By  both  hindsight  and  foresight  these 
f ecili ties  should  have  been  end  ate  being  visited. 

4.  0'     Looking  at  the  letter  that  Dr.  Dodrfs  got  from  Culinary  School 

on  ftpr  i  1  28 ,  1988 ,  and  then  the  response  he  sent  to  the 
Department  of  Education  on  May  16,   1988,   it  appears  that  Dr. 
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Dodds  was  misleading  the  Oepertroent  Of  Education  concerning  wher 
theie  sites  /ere  accres  .tad.  Obviously,  Dr.  Dodds  was  wrong 
when  he  said  that  the  1985  site  evaluation  team  h*d  considered 
Culinary1*  classrooms  at  location*  that  wurn't  open  until  1£E6 
and  1987,   wouldn't  you  agree? 

A.  My  review  of  the  records,  which  is  ill  1  have  to  go  by, 
indicates  that  Dr.  Dodds  asserted  that  the  sites  ware  approved 
and  that  three  of  them  had  beer,  visited.  The  Team  Kepor t  does 
not  explicitly  state  this  and  therefore  I  have  no  knowledge  cf 
th©  visits  actually  taking  place  Since  the  only  site  actually 
referenced  in  his  letter  was  at  the  "French  Embassy"  one  ot 
t  he  three  sites  "actually  visited",  I  obviously  car.  not  find 
support  for  an  on-site*  visit  of  "eight  auxiliary  cl ass rootaS" 
during  ot  after  the  Team  visit  of  July.  i98h.  As  stated 
earlier,  these  visits  were  not  mandated  at  the  tinm  of  *he 
letter  exchanges  tetwe^.i  Mr.  LCI*  Moore  and  Di  ,  ftodts  .  Since 
he  stated  that  three  auxiliary  classrooms  ware  vis; ted  and  since 
2  find  no  record  o£  the  number  of  sites  open  at  th*  time  of  the 
visit,  1  am  unable  to  determine  the  veracity  of  his  statement 
to  Ms.  Koore  concerning  the  eight  s;te.«  Ceitamiy  it  Would 
be  wrong  to  statf  or  infer  that  I  oca t tor  ft  oi>c;r*4  in  1986  and 
1  967  were  reviewed  by  the  Site  evaluation  tea:n.  it  that  is  the 
e pnt  ent ion . 

Q.     On  June  17,  1989.  Dr.  Mbarian  w;c\e  tc  Zi  .  l3odd&  arJ  indicated 


I  wou  •  d  li>,e  to  suggest  that  we  tars*  a  one* 
mi  11  lor.  dollar  endowment  for  CEA/ACCET.  This; 
endowment  would  give  a  sense  of  permanency.  If 
this  c oncept  would  meet  the  appr  ova  1  of  y c.ui 
boaid,  T  would  be  very  happy  to  fipeat head  thr 
diive  and  have  no  do^bt  that  wa  could  raisa  it 
Within  one  year . . , . 

Jr.  th»  meantime,  Ray  brought  it  tc  my  attention 
that  he  has  requested  a  letter  from  yo\*  to  be 
aer.t  to  Joan  Duval.  The  timing  has  i  eached  a 
sehbe  ui  urgency  and  I  would  be  grateful  if  you 
c&uld  sent  the  letter  before  the  July  4th 
holiday. 

We  enjoyed  having  Tammy  with  us  and  s*r.  ?e  hfi 
German  is  so  good  she  may  uish  to  be  With  us  at 
the  graduation  at  the  embassy. 


that , 
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f Source:     tetter  of  June  23.  1989.  from  Barkev  Kibaiian  to  kersy 
Dodda . ) 

Did  Kibarian  raise  money  for  C£A?  Did  you  talk  to  Dr.  Dodds  oi 
Or.  Kibarian  about  this? 

A.  Dr.  kibarian' s  school  was  a  member  of  the  Continuing  Education 
Association  (CSX)  and  paid  annual  dues  in  the  amount  of  $1250. 
this  la  the  only  record  I  have  of  hi*  "railing  money**  for  CEA. 
From  January  of  1989  to  January  of  1990  I  vat  the  Executive  vice 
President  of  CEA,  assigned  to  the  Washington  Office  in  which  it 
resided.  I  have  no  distinct  memory  of  any  discussion  with  Vi . 
Kibarian  on  any  subject  related  to  raiting  money  for  either  cea 
or  ACCET.  Since  CEA  was  underfunded  from  its  inception,  it  is 
likely  that  Dr.  Dodds.  as  president  of  CEA,  and  myself  discussed 
raising  funds  for  Its  operation  but  the  letter  referred  to  in 
your  query  dees  not  trigger  any  recollection  on  my  part.  Dr. 
Kibarian  did  sponsor  a  fund  raiser  for  senator  Simon  but  is  was 
not  a  CEA  function. 

6.  Q.  Subcommittee  staff  has  compiled  default  statistics  foj  each 
accrediting  agency,  including  ACCET,  ACCE7  has  14  of  its  102 
schools  participating  in  OSl  programs,  in  the  "million-dollar 
club",  composed  of  schools  having  $1  million  or  more  eac>*  in 
default.  These  schools  sccount  for  approximately  $37  million 
in  default.  With  the  magnitude  of  damage  these  schools  cause, 
how  can  you  justify  your  agencies*  positions  that  problems  from 
«  few  schools  ate  minor? 

A.  1  take  issue  with  your  statement  that  given  "the  magnitude  of 
damage  these  schools  cause,  how  can  you  justify  your  agencies; 
positions  that  problems  from  a  tew  schools  are  minor".  Neither 
thos*f  particular  words  nor  any  rough  appr oiumat ion  of  that  view 
have  ever  been  stated  or  supported  by  me  or  this  agency.  Quite 
the  contrary,  I  have  been  an  outspoken  advocate  of  sanctions  on 
high  default  rate  schools  and  with  my  full  support,  the  ACCET 
Accrediting  Commission  passed  a  resolution  at  its  August,  1990 
meeting  supporting  this  position.  A  call  -  for  -  comment  is 
scheduled  to  be  issued  next  week  calling  for  a  variety  of  policy 
modifications  to  address  the  default  problem  including 
requirements  for  a  formal  written  report  addressing  the  default 
rate  at  schools  over  40%.  an  automatic  show  cause  trigger  at  50% 
and  a  notice  of  termination  of  accreditation  at  60%  unless  the 
rate  is  decreased. 

The  issue  of  defaults  xs  a  serious  ou*  and  an  is  usually  th* 
case,  a  complex  on*  as  well.  There  is  a  strong  correlation 
between  the  scci a  1 -economj c  descriptors  ot  the  popuJation  served 
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Ms.  Eleanor*  3 ,  Kill 
September  28,  1990 
Page  e 


end  the  default  rate  and  thU  is  a  reality  that  cin  not  be 
dismissed  by  either  the  federal  government  or  the  schools,  Ms 
I  indicated  in  my  testimony*  strong  sanctions  are  appropriate 
for  high  default  school*  but  "high  default"  is  not  a  precise 
term  nor  is  the  data  track  record  efficiently  stabilised  tp 
allow  a  refinad  analysis  for  simply  invoking  sanctions.  The 
Secretary  of  Education  Published  a  set  of  incremental  steps  in 
the  default  reduction  regulations  that  X  believe  are  «n 
intelligent  first  peas  at  this  problem.  ACCET  ie  the  first 
accrediting  agency  to  establish  a  policy  that  recognizee  the 
implications  of  default  within  the  context  of  accreditation  and 
while  I  wish  we  had  done  so  sooner,  we  are  focused  on  the 
problem  end  working  toward  solutions. 

Poor  students  ere  a  poor  excuse  tot  pooi  training  end  we  ere 
intent  upon  seeking  a  course  of  action  within  the  accreditation 
process  that  doesn't  simply  close  down  ever  school  that  opened 
in  the  inner  city.  That  appears  to  be  the  current  trend  and  the 
result  will  fix  one  problem  while  creating  another,  no  training 
in  the  inner  city,  for  thousands  of  people  who  need  help  and 
aren  t  college  bound  regardless  our  societal  aspirations  for 
them  to  be  so.  It  is  a  problem  that  begs  for  solutions,  we 
want  to  be  part  of  the  solution.  I  hope  rhat  you  win  find  my 
response  and  those  from  others  involved  in  the  Subcommittee's 
review  to  be  of  value  in  the  important  task  before  us. 


RJN/ahb 


ecs  Mr.        Oliver  Crom,  chair.  Board  of  Trustees 

Dr.  oelores  K .  Karris,  chair,  Accrediting  commission 
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TXSTXHOmf  OF  JtOBKKT  TAVM*,  PH.D., 
CHJUWUH,  KATOP  ACCfcEMTIXO  COKKJS8XOK 

Kr.  Chairman  and  mambara  of  tha  gubeommittaa; 

I   a  thi  Chairman  or  tho  Accraditing  Commiaaion  of  tha 

National  Aaiociation  of  Trada  and  Tachnical  achoola  (HATTS)  •  X 

hava  aarvad  aa  a  "public*"  mambar  on  tha  Commiiaion  ainca  Juna  1*87 

and  vaa  alactad  Chairman  in  Juna  of  thia  yaar.    I  hava  ovar  forty 

yaara  of  axparianca  in  tha   fiald  of  vocational  aducation.  X 

foundad  and  aarvad  aa  tha  Exacutiva  Diractor  of  tha  National  Cantor 

for  Raaaarch  in  Vocational  Education  at  Ohio  Stata  tlnivaraity  for 

21  yaara*  X  hava  alao  baan  a  viaiting  profaaaor  or  guaat  lacturar 

at  univaraitiaa  in  tha  Unitad  Stataa  and  abroad  and  an  adviaor  to 

Sail  and  Hovall  Educational   Croup,    Davmy  corporation,  Marrill 

Publiahing  Company  and  miniatriaa  of  aducation  and  labor  in.twanty- 

aix  countriaa.    I  ratirad  from  Ohio  Stata  in  1916  and  currant*?  am 

Chairman  of  tha  Commiaiion  on  Highar  Education  of  tha  Stata  of  Haw 

Kami  co. 

At  tha  outaat,  it  ia  important  to  undaratand  tha  rola  of  tha 
Accraditing  Commiaaion  within  HATTS.  Lifca  othar  trada  aaaociationa 
in  llaahington,  KATTS  collacta  and  diBpmtxBmm  information  of  intaraat 
to  ita  mambara,  providaa  a  broad  ranga  of  mambarahip  aarvica*  and 
rapraaanta  tha  mambarm1  intaraata  in  congraaa  and  bafora 
adminiatrativa  aganciaa.  HATTS,  hovavar,  ia  diffarant  from  moat 
othar  trada  aaaociationa  in  that  it  aponaora  an  accraditing 
commiaaion  to  aatablUh  critaria  for  avaluating  and  accraditing 
trada  and  tachnical  achoola  and  to  datarmint  vhathar  achoola  that 
apply  to  tha  Commiaaion  hava  mat  thaaa  critaria.  Tha  Commiaaion 
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•arts  to  function  *•  a  reliable  authority  as  to  tha  Quality  of  tho 
training  of farad  by  tha  achoola  that  aaaX  NATTS  accroditation. 

The  Coaaiaaion  functions  autonoaouely  with  reepect  to 
accrediting  oritaria  and  tha  evaluation  of  achoola.  KATTS' a 
Constitution  and  Bylaws  outlina  tha  povera  and  raaponsibilitias  of 
tha  coaaission  and  provide  that  tha  Coaaiaaion* a  sxareiaa  of  thaaa 
powers  and  raaponaibilitiaa  "shall  not  be  aubjaet  to  review  by  tha 
Board  of  Directors"  of  NATTS.  Further,  tha  Coaaission  baa  control 
of  its  own  aanagesent,  adainiatration  and  paraonnal.  Tha  Board  of 
Oiraotors  of  NATTS  ia  obligad  to  provida  tha  coaaiaaion  with 
financial  raaourcas  raaaonably  nacasaary  to  snabla  tha  Coaaiaaion 
to  carry  out  ita  functions,  and  tha  Board  aay  not  approvs  or 
diaapprova  of  spacific  itaaa  in  tha  Cosaiaaion'a  budgat.  while  tha 
Board  of  Diractora  appoints  paraons  to  aarva  on  tha  coaaiaaion, 
only  tha  coaaission  itsslf  aay  rasova  a  coaaisaionar  from  offica. 

Tha  Accrediting  Coaaission  consists  of  nine  aeabsrs.  Five  of 
thaaa  aaabara  are  proprietors  or  executives  of  aesbors  of  KATTS. 
Four  aaabara  are  persons  with  an  interest  and  expertise  in 
education  and  training,  but  do  not  own  or  operate  KAXTS-eeoredited 
•ohools.  These  "public"  aaabara  typically  have  been  engaged  in 
governaent,  industry,  poat-eacondary  or  vocational  education  and 
eiailar  flslds.  Ondsr  tha  Coaaieeion'e  internal  procedures,  a 
•public"  aeaber  ia  tha  Chair  of  tha  Coasiasion.  All  of  tha  aeabere 
of  the  Coaaiaaion  era  volunteers.  I  would  aetiaata  that  a  typical 
coaaiesioner  spends  six  to  eight  weeks  each  year  on  coaaission 
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business.  I  b*ve  obssrvsd  no  significant  diffsrsncs  bstvsen 
•public"  members  and  schooi-ovnsr  members  in  ths  performance  of 
their  duties. 

Ths  Commission  usually  meets  thrss  tisss  a  ysar  to  conduct 
regular  businsss.  Each  of  thsss  mestings  lasts  a  vssfc.  Ths 
Commission  also  stats  ones  a  ysar  to  analyis  its  operations  in 
dspth  and  plan  for  ths  future.  At  sach  regular  businsss  masting, 
100-150  school  action*  ars  considsred.  Prior  to  thsss  meetings, 
ths  comaiseionsrs  thsmsslves  rscsivs  ths  f  ilss  of  ths  schools  that 
will  ba  considsred  and  rsvisw  thsm.  At  ths  msetings,  based  upon 
thsir  prior  rsvisw,  ths  eommissionsrs  discuss  ths  school  filss  and 
rsach  dscisions  by  majority  vots.  Ths  Accrsditing  Commission's 
exclusivs  cencsms  ars  sducational  excellence  and  institutional 
integrity  ~  the  development  of  appropriate  accrsditing  standards 
and  ths  application  of  those  standards  to  ths  schools  that  come 
before  the  Commission  for  accreditation.  While  the  Commission 
recognises  that  accreditation  is  a  prerequieite  for  sligibility  for 
fsdsral  atudent  financial  aid,  its  rols  is  not  to  snforcs  federal 
financial  aid  regulations*  Ths  Commission  doss  not  sngsgs  in 
political  or  lobbying  activities.  1  appear  at  the  invitation  of  ths 
Suboommittss. 

X  understand  that  the  Subcommittee  hae  requests*  informatiom 
from  the  Accrediting  Commission  of  KATTS  about  the  Culinary  School 
of  Washington  (CSV) .  At  ay  direction,  the  staff  of  ths  Accrsditing 
Commission  havs  rsvisved   its  files  and,   to  ths  beat   of  our 
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knowledge,    the   following  repressnts  an  accurate  chronology  of 
eventa  in  the  history  of  tho  Con its ion's  accreditation  of  Cftti 
initial  Accreditation  of  eair 

1.  October  1911  *  CSK  aufemita  application  for  accreditation. 

2.  Dscsmbsr  1911  -  CSW  submits  Self -Evaluation  Raport  (S£H) , 
an  analysis  by  tha  school  of  how  vail  it  is  as  a  ting  its 
objeetivea  and  accrediting  criteria. 

3.  January  1912  -  Tea*  viaita  cstf. 

4.  February  x*8?  -  Taaa  Summary  Raport  sant  to  CSH. 

5.  Karch  19S2  -  CSW  rasponds  to  Taaa  Summary  Raport. 

S.     April  19S2  -  HATTS  Accrediting  Commission  approvas  CSH's 

application  for  accreditation. 
Review  of  CSM'm  Aacradifcetlon 

7.     May-November   19S4    -  Accrediting   Commission  racaivas 

complaints  ccncarning  CSK. 
9*      Dttcaabar  1914  -  Commission  mends  taaa  to  viait  csw  to 

determine    tha    school's    continuing    ccmplianca  with 

accrediting  standards.    Taam  Summary  Raport  ia  praparad 

and  aant  to  school  for  its  response, 

January  I9»s   -   Accrediting   Commission  review*  Team 

Summary  Keport  and  schools  response,   and  directa  a 

ctnuplafce  re-evaluation  ©t  CS*. 
10.    r ©fcruary-SiptemJtor  isss  -  CSW  autaite  sbr.    Team  viaita 

school  and  prepares  Team  ftuaaary  Report.    CSV  responds 

to  tsem  report. 
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XX.    octobar    1965    -   Commission   votaa    to    ravo*a  «*•• 
accreditation. 

It.  January  1986  -  CS*  appeals  Commission^  dacision  to  tha 
Commission's  Appasls  *snai-  Appaala  ?anal  ramands  tha 
mattar  to  tha  Commiaaioa  with  •  rscommandation  that  a 
complata  ra-avaluation  of  tha  achool  •gain  ba  conducted 
on  an  expedited  baa is, 
>Vl#w  of  c&w 

15.  April  1986  -  Commission  revieve  and  adopta  Appeals 
Panel's  rscosmsndations.  CSW  is  to  ba  reviaved  again, 
and  tha  raviaw  ia  to  ba  completed  by  September  I,  198* 
so  that  tha  Coamisaion  can  coneider  tha  mattar  at  ita 
October  1986  meeting. 

X4.    August  1986  -  C8K  eubmits  5 TO,  end  team  visits  school. 

15.  September  19*6  -  Taam  Summary  Report  eent  to  school,  and 
CSw  raquaata  90-day  extension  of  time  to  raapond  to  tea* 
report. 

16.  octobar  1986  -  Executive  Committee  of  Commiesion  grants 
*0~day  exteneion  of  tiaa  for  CSW«»  reeponea.  As  a 
result,  tha  csw  raviaw  is  moved  to  tha  Commission's 
January  1987  mseting. 

17.  Npvsmber  1986  -  C3K  responds  to  T«am  Summary  Raport  in 
part  and  raiaaa  objections  to  conduct  of  taam  visit, 

16.  January  1967  -  Comaiaaion  again  dacidaa  not  to  continua 
CSW's  accreditation. 
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1*.    February   it§7    -  CM*   indicatee   intention  to  appeal 

commission's  decision  to  Appeale  panel, 
20.    March  m?  -  CSK  notifies  commieaion  and  association  of 
CSW'e  withdrawal  from  JtAWa,    Km  a  raault,  CSV1!  appaal 
ia   rendered  moot,    and   the  Commieaion   notifiee  tha 
Department  of  Education  that  CSK  baa  been  ramovad  from 
watts  1  a  xiat  of  accredited  schools. 
An  examination  of  thia  chronology  shove  that  tha  Accrediting 
Commission  of  HATTS  did  respond  to  complain ta  about  CSV  and,  within 
tha  bounda  of  tha  Commission's  procedures  *t  that  time,  took  action 
to  invaatigata  whether  tha  school  was  in  compliance  with  tha 
commission's  accrediting  atandarda.  Tha  commieaion  did  terminate 
CSV1  a  eecreditation.    Thia  decision  stood  whan  tha  school  alactad 
not  to  appaal  tha  Commission' a  dscision  furthar  and  withdraw  from 
KATTS* 

Unquestionably,  tha  Commission's  raviaw  of  tha  school1  a 
ongoing  compl isnca  with  accrediting  stendarde  too*  time.  As  l  will 
outline  oalow,  tha  Commission  has  acted  eince  than  to  etreamline 
ita  processes,  improva  its  ability  to  raapond  to  apparant 
violationa  of  accraditing  atandarda  and  strengthen  ita  substantive 
accraditing  atandarda.  At  thia  point,  however,  x  would  point  out 
to  tha  Subcommittee  two  considerations  which  may  account  for  tha 
length  of  time  involved  in  the  Commission's  review  of  ctw, 

First,  the  Commission  is  obliged  to  follow  procedurea  that 
provide  schoola  with  notice  of  tha  grounds  on  which  tha  Commiaaion 
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may  tafc*  action  and  an  opportunity  to  reepond  to  allegation*  of 
apparent  violations  of  accrediting  etand'rde.  the  eiaple  fact  ia 
that  when  tha  Coaalssion  terminates  schools'  accreditation,  tha 
eehoola  frequently  file  leweuite  against  tha  Coaaiaaion  and  ita 
aaaber*  to  ceapel  tha  reinetateaant  of  accraditation.  ror 
•xoplt/  ainca  198a,  XO  leweuite  hava  baan  filed  againat  tha 
Coaaission  bacauaa  of  ita  daciaiona  to  dany  or  ravoka 
accraditation.  Tho  Coaaission  has  vigorously  dafandad  thaaa 
lawauita  with  tha  financial  aupport  of  KATTS . 

Tha  courta  hava  aada  it  claar  that  tha  coaaiaaion  auat  follow 
ita  own  procaduraa  and  that  it  must  give  achoola  notica  and  an 
opportunity  to  raapond  before  advaraa  action  can  ha  teken  againat 
thea.  rurthar,  aany  of  tha  Coaaiaaion1  a  procaduraa  auch  aa 
self-eveluation  by  tha  achool,  on- a  ita  review  of  tha  achool,  a 
raport  by  tha  on-»site  review  teaa,  baaing  daciaiona  on  publiahad 
atandarda  and  affording  appaala  procaduraa  —  ara  aandatad  by  tha 
Departaent  of  Education  in  ita  regulation*,  A  aolid,  fact-baaed 
caaa  that  a  achool  haa  violated  accrediting  atandarda  auat  be 
developed,  and  a  achool  auat  be  given  the  opportunity  tor  eddreae 
tha  "chergee"  againat  it  and  the  right  to  a  aeaningful  -second 
look*  through  an  appeal  before  ita  accreditation  can  be  terminated. 
Otherviae,  tha  courta  will  not  hesitate  to  undo  the  ections  of  an 
accrediting  body  like  the  NATTS  Accrediting  Coaaiaaion.  Thua,  tha 
accraditation  proceae,  aapecially  when  it  involves  the  withdrawal 
or  termination  of  accraditation,  necessarily  takea  time. 
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A  raviav  of  tha  available  ra corda  on  csh  indicatea  that  tha 
Commission  vu  avidantly  concarnad  to  ansura  that  tha  appropriata 
procedural  vara  fellows*  and  that  tha  school  was  givan  a  full  and 
fair  opportunity  to  sake  its  cass.  Tha  procasa  was  complicated 
bacauss,  at  various  points,  tha  school  mads  allegations  that  tha 
Commission  and  ita  rsprssantativsa  had  failad  to  follow  propar 
proeaduraa  or  that  tha  procasa  had  haan  Slaved  in  soma  raapsot 
which  prejudiced  tha  school's  rights.  All  of  thsas  allegations 
raquired  tha  cemmieaion  to  procssd  carefully  and  to  ansurs  that  it 
did  follow  appropriata  proeaduraa  in  evaluating  tha  school.  This 
necessarily  alowad  tha  process.  Morsovsrf  tha  Commission,  st  that 
time,  was  mora  wary  of  becoming  embroilsd  in  litigation,  tta  hava 
ainea  determined,  with  tha  support  of  XATTS,  to  da  fend  our 
secraditing  dsciaions  sggressivsly  in  tha  courts. 

Second,  tha  Commission's  rsviaw  of  can  occurrsd  at  a  tima  *hsn 
thm  natura  and  purpose  of  accraditation  wars  shifting*  As 
originally  concsivad,  accraditation  was  a  privats  and  voluntary 
process  whosa  principal  purpoaa  was  to  ancouraga  sducational 
institutions  to  sngaga  in  sslf -improvement .  Xndead,  this  contlnuss 
to  ha  a  cantral  charactsrlstlo  of  accraditation.  mathsr  than 
acting  aa  regulators,  secraditing  feodiss  sssk  to  assist  schools  to 
hscoma  battsr  by  anccur aging  tham  to  mora  sharply  dsfins  thsir  alma 
and  to  ssssss  whsthsr  thay  arm  achiaving  thoas  aims.  Furthar,  ths 
secraditing  body  auggasts  arsas  of  lmprovamsnt  on  tha  basis  of 
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achoola1  aalf-analysis.  Historically,  thiHfww,  acoraditation  has 
had  a  support iva  {unction* 

in  racant  yaara,  fadaral  and  atata  govarnmanta  and  sociaty  at 
larga  hava  incraaaingly  loofcad  to  accraditation  at  a  validation 
that  a  achool  aaata  cartain  educational  aeasurea  and  sound  achool 
practieaa.  Thia  haa  lad  accrediting  bodiea  to  haightan  tha 
ecrutiny  of  institutiona  that  thay  accredit  and  to  taXa  atrongar 
and  avifter  actions  againat  thoaa  schools  that  fall  out  of 
coaplianca  vith  accrediting  atandarda.  Thia  shift  in  eaphaaie  vaa 
beginning  to  occur  at  tha  ti*a  that  tha  Accraditing  CoMiesion  waa 
reviaving  caw.  Accordingly,  tha  accraditation  review  of  CSW  say 
hava  baan  prolongad  because  tha  commission  was,  to  aoma  degrea, 
guidad  by  tha  traditional  philosophy  of  accraditation  that  a  achool 
ahould  ba  encouraged  and  givan  tha  opportunity  to  corract  ita 
aistafcee- 

As  indicatad  above,  tha  Coaaiaaion  haa  adoptad  a  nuabar  of 
Maaaurea  in  racant  yaars  to  atrangthan  ita  ability  to  daal  vith 
achool  a  that  fail  to  aeet  accraditing  atandarda.  Exaaplae  of  thsaa 
maaauraa  includa: 

■  Rapid  Raapona*  Taaat  -  Tha  Com  Us  ion  haa  davalopad  tha 
concept  of  rapid  raaponaa  teaxa*  A  pool  of  qualified 
individuals  ia  availabla  on  an  ongoing  baaia  vho  can  ba 
quickly  aaaeabled  within  daya  into  a  viaiting  taa*  and 
aant  to  achoola  soon  aftar  tha  coaaiaaion  ia  eada  aware 
of  potantial  violationa  of  accraditing  atandarda.  Tha 
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Commission's  aarly  opwiwct  with  tha  rapid  raaponsa 
titii  ham  baan  ancouraging,  and  wa  baliava  that  thaaa 
tMM  will  anabl*  tha  Commission  to  gat  mora  quicXly  at 
problaas  wfcan  thay  davalop. 

BMBarting  -  Tha  Commission  haa  strangthanad  achoola* 
raporting    obligation.        Battar    and    mora  datailad 
information  ia  now  raquirad  of  achoola  in  tha  financial 
raporta  and  annual  rmporta  that  thay  ara  raquirad  to 
submit  to  tha  Commission,    thmmrn  raporta  should  giva  tha 
Commission  battsr  warning  aignala  that   acboola  ara 
davaloping  problam*  that  could  laad  to  hara  to  atudanta, 
KoiKahflM  *  Both   initial  and  ranowil  appllcanta  for 
aooraditation  ara  nov  raquirad  to  attand  workshops  prior 
to  tha  submission  of  application*.    Thsss  workshops  ara 
aimad    at    improving    aohoola*    undaratanding    of  tha 
aooraditation  prooaaa  and  ita  procedural  raqulrsmsnta. 
Thaaa  aaaaiuna  hava  hslpad  to  laaaan  dalaya  in  tha 
accraditing    procaaa    baeauaa    of    aohoola*    lack  of 
undaratanding  of  bow  tha  procaaa  works,   rurthar,  through 
aalf~aalaction,  tha  workshop*  halp  to  acraan  out  schools 
that    ara    not    truly    aaricu*    about    applying  for 
aooraditation*      Xn  XIII,    for  axampla,   it 3  potantial 
applicant  achoola  attandad  aooraditation  workahopa,  but 
only  ?o  actually  appliad. 
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a       ftppil^  standards  -  Ths  Appaals  Pimn  scops  of  rsviaw 
of     Commission     daciaiona     haa     baan     narrowad  — 
appropriately,  wa  balieva  »»  to  eliminate  the  possibility 
that  schools  can  provida  svidence  to  the  Panel  that  they 
have  not  mads  available  to  ths  Commieeion.    Ths  Appeals 
Pansl  now  determinea,  baaed  on  ths  original  record  before 
the  Commieeion,   whether  ths   Commieeion'a  action  was 
supportsd  by  substantial  svidence. 
Ml  of  tha  foregoing  Bonifications  to  ths  accreditation  procsss 
ara   designed  to  streamline   and   expedite  it,      Ths  Commission 
bsllsvss  that  thass  measure*  srs  succeeding. 

Tha  commission  has  also  aasndad  its  Standards  of  Accrsditation 
to  atrsngthsn  ita  ability  to  dsal  with  schools  that  fail  to  dslivsr 
what  thsy  promiaa  to  etudente.  In  fact,  tha  commission  has  amandad 
ita  Standarde  mora  in  tha  past  two  ysars  than  it  had  in  tha 
pravious  tan  yaara.  Examplss  of  thsas  r a cant  ehangas  includa: 

«  atfflQjtitlng  Practices  -  Tha  Commission  has  imposad  nav 
racjuiramsnts  on  schools1  rscruiting  practices,  schools 
may  only  uaa  ampioysas  and  not  third-party  agents,  and 
may  not  pay  commissions  for  obtaining  anroilmanta  until 
aftar  a  etudent  has  prograaaad  to  a  point  that  givss  soma 
raaliatic  assuranca  that  tha  atudsnt  will  complsta  ths 
training.  Tha  Commisaion  haa  also  prohibited  schools 
from  parmitting  thair  racruitara  to  aolicit  prospactivs 
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atudenta  In  or  near  welfare  o«fic«a,  unaaployaant  lino, 
food  ataap  center*  and  hoaeles*  abaltsrs. 
■      toaaftM  -  Tha  coaaiaeion  baa  aaandad  ita  standard*  on 
branching     to      strengthen      tha     paxant  school's 
responsibility  to  control  tha  branch,   anaura  that  a 
branch  ia  fully  raviavad  prior  to  accreditation  and 
require  that  tha  branch's  prograaa  ars  tha  sane  as  or 
ralatad  to  prograaa  of farad  at  the  parant  achool. 
•      Rstunfll  -  Tha  coamiaaion  haa  required  schools  to  adopt 
rafund  policioa  aora  iibaral  tc  atudanta.    A  achool  say 
not  retain  tha  entire  tuition  for  the  prograa  unleaa  the 
atudent  coapiatea  at  laaat  75  per  cent  of  the  training. 
Tha  coaaiaaion  believea  that  theaa  and  othar  aaaauraa  that  it 
haa  adopted  will  anabla  tha  Cosaiaaion  to  perfora  tha  function  for 
accraditing  aganciea  that  Congrsea  haa  aatabliahad  in  the  federal 
atudent  financial  aaaiatance  prograaa.    Accraditing  bodiaa  are  to 
aerve  ea  a  "reliable  authority  as  to  tha  quality  of  tha  education 
or  training  offered  by  poot-aacondary  educational  institution 
within  tha  agency's  scop*  of  activity...-    This  i.  an  iaportent 
role,  but  ethera  alao  have  critical  rolaa  to  play. 

Federal  policy  racogniaaa  a  -triad."  in  ©rear  to  participata 
in  atudent  financial  aaaiatance  prograaa,  «  .cheol  not  only  suet 
be  accredited;  it  a.eo  auat  be  Ustfloi  by  the  atataa  in  which  it 
operates  and  ££*tUi*fl  by  the  Dapartaant  of  Education  aa  an 
eligible  institution.     Thus,  federal  and  stats  regulatora  heve 
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important  raaponaibilitiaa  in  curbing  tha  inatancaa  of  fraud  and 
abusa  which  troubia  all  of  us.  0tata  and  fadaraL relators  hava 
tools  availabla  to  thai  which  ara  aimply  unavailabia  to  accraditing 
bodlaa.  For  axampia,  criminal  proaacutian  for  fraud  ia  obvioualy 
thm  provinca  of  atata  attomaya  ganaral  and  tha  Dapartmant  of 
Juatics.  Tha  Dapartmant  of  Education,  moraovar,  haa  auapanaion  and 
tarmination  povars  providad  by  Congrasa  that  ara  unavailabia  to 
privata  accrediting  aganciasr  and  thaaa  powara  hava  baan  racantly 
broadanad  to  parmit  smarganey  action*  to  pravsnt  miauaa  of  fadaral 
funda.  Tha  Cowaiaaion  ia  unawara  that  tha  Dapartmant  haa  aada  any 
aubatantial  uaa  of  thaaa  amargancy  powara. 

Zmmma  upon  my  axparianca  in  tha  f  iald  of  vocational  adueation 
and  aa  a  mambar  of  tha  KATTS  Accraditing  Commiaaion,  X  baliava  that 
tha  accraditing  proeaaa  can  and  doaa  work*  Claarly,  tha  procaaa 
haa  avolvad  and  iaprovad  in  raaponsa  to  sducational,  aconomic  and 
social  changaa.  Whila  thara  may  ba  room  for  additional  ra forma 
bayond  thoaa  that  hava  alraady  occurr ad,  thoaa  ra forma  ahould  not 
ba  daatr«tiva  of  tha  conaidarabla  afforta  that  hava  baan  axpandad 
and  tuccaaaaa  that  hava  baan  achiavad  to  hold  achoola  to  high 
aducational  atandarda  and  to  improva  tha  ability  of  accraditing 
bodiaa  to  anforca  thoaa  atandarda .  If  changaa  in  tha  prooaas  for 
ragulating  and  auparviaing  tha  propriatary  school  fiaid  ara 
eonaidarad,  I  would  urga  you  to  considar  whathar  tha  changaa  ara 
truly  nacassary  and  would  load  to  product iva  rasults.  Xndaad,  it 
is  appropriata  to  ask  whathar  craation  of  a  •nav*  systam  for 
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monitoring  schools  would  not,  in  tact,  result  in  the  re-creation 
of  the  basic  elements  of  ths  system  that  accrediting  bodies  havs 
developed  through  years  of  experience. 

In  short,  I  would  urge  ths  Committee  to  work  with  accrediting 
bodies  like  ths  KATTS  Accrsditing  Consist  ion  to  continus  to  improve 
and  refine  ths  process  and,  in  particular,  to  strengths**  ths 
•triad.*  Specifically,  the  Commission  would  be  pleaeed  to  havs 
Congrass'  assistance  in  ths  following  areas* 

»      Imunity  -  As  1  he*M  indicated  above,  ths  possibility  of 


legal  action  by  schools  exerts  a  constant  prassurs  on  ths 
accraditing  process.  Whils  it  say  not  ba  faasibla  to 
immuniss  ths  accraditation  procass  from  all  throats  of 
lawsuit,  it  would  ba  bensfieial  if  commissioners  could 
ba  immunised  from  lawsuits  in  thsir  personal  capacities. 
atnteUPtCY  -  Of  increasing  significancs  to  the  Commission 
is  the  impact  of  the  federal  bankruptcy  laws.  As  matters 
now  stand,  terns  courts  havs  created  a  "safe  harbor11  under 
the  bankruptcy  laws  for  schools  that  file  in  bankruptcy 
prior  to  the  withdrawal  of  accreditation.*  The  KATTS 
Accraditing  Commission  believes  that  these  dmoimioxiB  are 
erroneous  and  is  appealing  them.  Recognition  that  the 
bankruptcy  lews  present  no  impediment  to  the  denial  or 
revocation  of  accreditation  would  be  of  substantial 
assistance. 
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Clarify  and  Stranothan  tha  Triad  -  to  1  hava  not #4,  tha 


Dapartmant  of  Education,  atata  regulators  and  privata 
accraditing  groups  hava  complamantary,  yat  distinct, 
rolaa  to  play.  Candidly,  tha  Dapartmant  and  aoma  atata 
ragulstora  hava  failad  to  proparly  racognlta  thaaa  rolaa 
and  to  adaguataly  fulfill  thair  own  rolaa.  For  axampis, 
tha  Dapartmant  haa  racantly  assart  ad  a  linXaga  batwaan 
tha  dafault  rataa  of  cartain  schools  and  tha  parformanca 
of  accraditing  bodiaa*  Bowavar,  tha  Dapartmant1  a  own 
racogniticn  critaria  for  accraditing  bodiaa  maka  no 
rafaranca  to  dafault  rat as,  and  tha  policing  of  dafault 
rataa  ia  claarly  an  araa  for  fadaral  ragulatory 
anforcamant.  As  an  additional  axampia,  thara  must  ba 
graatar  uniformity  and  rigor  by  tha  atataa  in  inapacting, 
licanaing  and  monitoring  schools.  XATTS's  aooraditing 
atandarda  rsquira  schools  to  ba  proparly  licansad  in  tha 
atataa  in  which  tbsy*  eparata*  All  too  of  tan,  tha 
Commission  has  raoaivad  contradictory  and  incorract 
information  from  atata  ragulatory  bodiaa*  thara  is  graat 
variation  in  tha  dagraa  of  atata  ovaraight. 


on  bahalf  of  tha  Commission,  imt  ma  axpraaa  our  dasira  to  work 
constructivaly  with  tha  Ccngrasa  an*  tha  othar  mambars  of  tha 
triad*  In  our  viaw,  tha  tools  ara  alraady  at  hand  to  hold  schools 
to  high  standards  of  aducational  axeallanca  and  institutional 
lntagrity*       Tha    fadaral   govaramant,    tha   atataa   and  privata 
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accrediting  groups  suet  principally  direct  their  Attention 
utilising  those  tools.    Thank  you  tor  your  attention. 
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Aaaponsa  froa  Eobert  Taylor 
Chairman,  Accrediting  Coaaiieion 
national  Association  of  Trad*  and  Technical  School* 

to 

Raaxing  follow-Op  Quaation*  fro*  man.  Carl  Levin 


QX.  Did  NATTS  official*  hava  any  indication  of  problaa*  or 
accr*ditation-r*lated  violations  at  DEI  prior  to  tha  on-»it* 
inapection  vi»it  of  October  1988 ,  which  ultimately  r**ult*d  in- 
DEI1*  lo»*  of  acqraditation?  Specifically,  what  war*  tha  problema 
identified  prior  to  tha  on-ait*  vi*it?  What  action*  did  NATTS  taka 
to  raapond  to  th*aa  problaaa?  Did  NATTS  comaunicata  with  aithar 
tha  fadaral  Departaant  of  Education  or  tha  Michigan  stata 
Departaant  of  Education  about  tha»a  concerns?  Plea*a  furnish  any 
corraapondanca  reflecting  *uch  communication*  batwaan  tha  pariod 
of  DEI**  la*t  auccaaaful  accraditation  in  1982  and  tha  on-*ita 
visit  of  October  1988 . 

AX.  According  to  our  record*,  MITT*  Comaisaiom  staff  did  not 
raoaiva  indication*  of  po*»ibla  aceraditation-ralatad  problem* 
at  D8X  prior  to  tha  vi»it  of  October  19*8.  Xa  January  19** , 
MX  providad  MATT8  with  a  Sal f -Evaluation  Baport  {»asx*)  a* 
a  raquiaita  atap  in  the  accraditation  ranawal  proo***.  DEI 
latar  provided  MATT*  with  e  Supplemental  SEM,  datad  Saptaabar 
30,  X9**,  to  addree*  aavaral  "major  and  minor  changaa*  which 
tha  achool  had  raportadly  undargoma  in  tha  intaria  pariod-  A» 
part  of  tha  accraditation  proea**,  tha  purpoaa  of  tha 
aubsaguant  on-sita  inapaotion  viait  of  October  i9ta  wa*  to 
varify  data  in  tha  *Ela,  saafc  additional  date,  and  davaXop  an 
undaratanding  of  how  wall  tha  aohool  wa*  aaating  it* 
objective*  and  MATT*'  Stenderd*  of  Accraditation.  Mo  epaeific 
problaaa  at  DEX  ware  indicatad  prior  to  tha  en-si ta  viait. 

Typically,  MATT*  offioial*  laarn  of  accraditaticn-raiatad 
problaaa  at  am  accraditad  achool  through  oomplaint*  thay 
raoaiva  about  tha  aohool,  through  notification  thay  xmoml^m 
from  State  iicanaimg  agancia*,  or  through  thair  interaction 
with  tha  school  in  tha  oouraa  of  parforaing  accrediting 
activitie*  C*«g.,  ownarship,  location,  end  mama  changaa,  a* 
well  am  the  renewal  proea**}  • 

During  the  pariod  following  MATT*'  renewal  of  aooraditation 
in  July  of  Itia  end  approval  of  a  ohange  of  ownarahip  at  DEI 
in  October  of  that  year,  MATT*  did  not  raoaiva  information 
regarding  acor*ditation~relat*d  problaaa  at  DEI.  According  to 
our  racorde,  no  complaint*  or  noticaa  of  problaaa  wara 
racaived  in  tha  period  bafora  MATT*'  raoognition  of  cartain 
aaparata  elaaarocai  facilitiaa  for  DEX  in  198*,  nor  in  tha 
month*  which  followed  that  action.  Xt  wa*  DEX'*  aatry  into 
it*  ranawal  oyola,  aa  well  a*  coincident  reguaat*  from  tha 
achool  relating  to  aaparate  facilitiaa,  at  tha  beginning  of 
198*  which  triggared  tha  accrediting  procaduraa  that  led  to 
MATT*'   awarenee*  of  aoereditation-ralatad  violation*  and. 
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ultimately,  resulted  in  the  commission's  decision  to  dsny 
renewal  of  accreditation. 

Although  the  Commission's  staff  recalls  there  were  telephonie 
communication*  between  »TT«  and  the  Jticnigan  Stmts  Department 
of  Rducation  regarding  on  during  the  period  in  question,  we 
have  no  documentation  indicating  that  these  communicatioaa, 
or  any  communications  between  »tt«  and  tha  federal  Department 
of  Education  regarding  DXI,  ooncarned  matters  which  warranted 
immediate  review  of  DEZ's  aotivitias  hy  the  Commission. 


Q2.  What  did  NATTS  tall  sembsrs  of  ita  on-site  accreditation  taam 
about  DEI  *  s  accreditation  status  prior  to  tha  inspection?  Ware  any 
specific  problems  or  concerns  discussed  with  NATTS •  on-site  team 
mouthers;  prior  to  their  visit? 

A2.  Member e  of  the  on-site  accreditation  team  vere^  of  course, 
informed  that  the  October  isss  visit  to  Dtr  was  in  conjunction 
with  the  school's  application  for  renewal  of  accreditation. 
The  team  members  would  aleo  have  received  materials  relating 
to  the  school  before  the  visit. 

Zt  is  not  clear  whether  any  specific  problems  or  concerns  were 
discussed  with  the  on-site  team  membere  prior  to  their  visit. 
Zt  appears,  however,  that  the  team  developed  numerous  concerns 
regarding  materials  in  the  en  and  the  supplement  am  a  result 
of  its  visit.  As  stated  in  tha  October  29,  lMt  Teas*  Summary 
Report  (a  copy  of  which  has  already  been  provide*  to  the 
subcommittee}  ? 


*A  Self-Bvaluation  Report  supplement  [dated 
September  30,  ltaej  was  given  to  the  team  [by 
the  Commission's  staff]  on  the  first  day  of  the 
vieit.  This  supplement  provided  the  teem  with 
different  responses  to  twenty-seven  of  the 
original  sixty-three  Self -evaluation  Report 
questions,  the  team  reviewed  the  supplement  and 
concerns  from  both  the  original  SKA  and  the 
supplement  are  noted  in  the  concerns/potential 
Problems  area  of  the  Team  summary  Report.' 


Q3.  A  1989  audit  of  DEI  by  the  Department  of  Education's  inspector 
General  covered  the  period  1984  through  mid-1987*  This  report 
stated  that,  among  other  violations,  DEI  had  conducted  courses  in 
ineligible  locations?  had  not  had  an  audit  since  1984?  did  not  have 
an  adequate  accounting  system  to  properly  account  for  federal 
funds;  had  made  very  few  required  refunds  for  students  who  had 
dropped  out  of  the  school;   and  had  entered  into  a  management 
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contract  with  an  insligibls  Institution*  The  Department  rsqussted 
a  $10  million  dollar  refund  froa  DEI. 

Were  NATTS  offietels  avare  of  these  probleas  prior  to  their 
on-site  accreditation?  What  actions  did  NATTS  take  between  1984 
and  October  1988  to  address  these  identified  shortcomings? 

A3.  As  explained  la  response  to  the  previous  questions,  our 
records  contain  no  information  indicating  that  KATTS  officials 
vera  aware  of  these  problems  between  1M4  and  October  !§•*• 
neither  the  school  nor  the  U.S.  Department  ef  Iducation 
informed  the  Commission  of  these  findings. 

However ,  between  October  ltss  and  march  its*,  long  before  the 
Inspector  General's  audit  had  commenced  and  the  "shorteeaUags" 
had  been  "identified*  by  anyone,  the  WATTS  Commission  worked 
pursuant  to  its  procedures  to  swiftly,  fairly  and  effectively 
hold  DEI  accountable  for  violations  of  HAWS 'accreditation 
standards  first  identified  in  the  Team  summary  tcport* 

With  respect  to  081,  the  performance  of  the  WATTS  Commission, 
in  discovering  and  addressing;  problems  at  the  school,  was  far 
above  that  of  both  the  Michigan  Department  of  Sducation  and 
the  U.S.  Department  of  tducation. 


Q4.  Were  discussions  held  or  conversation*  conducted  between  NATTS 
officials  and  former  DEI  owner  and  chairman  Peter  BerciX  concerning 
any  violations  which  might  have  affected  his  school's  accreditation 
status  with  KATTS?  When  did  theee  meetings  or  discussions  take 
place?  Who  at  KATTS  communicated  with  Hr.  Bercik?  What  actions 
did  NATTS  officiala  request  Hr.  Bercik  or  his  subordinates  to  take 
to  correct  accreditation-related  violations  at  anytime  during  the 
period  1984  through  October  19*6? 

A4*  During  the  period  at  issue,  the  normal  contacts  incident 
to  the  renewal  process  took  place  between  the  school  and 
Commission  staff.  Theee  concerned  scheduling  and  arrangements 
for  requisite  submissions  from  the  school  and  for  tha  en-site 
visit. 


Q5.  Did  any  NATTS  official  visit  DEI  or  its  off-campus  instruction 
facility  during  the  six-year  period  between  its  last  successful 
accreditation  in  1982  and  the  on-site  visit  of  October  1988? 
Please  identify  these  officials  and  provide  any  written  trip  record 
of  their  visit  (a)  to  DEI » 

AS*  Wased  upon  existing  files  and  the  accrediting  procedures 
which  were  then  in  effect,  it  does  not  appear  that  any  WATTS 
Commission  official  visited  DSI  or  its  off-campus  instruction 
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facility  during  that  tiaefrane.  our  rerpoase  to  Question  1 
explains  the  absence  of  visits* 

Q6*  to  official  froa  the  Department  cf  Education1*  Inspector 
General's  <IG)  office  told  ay  office  that  NATT3  "did  not  follow  its 
own  regulations"  with  regard  to  DEI 1 s  accreditation  violations* 
This  official  also  assarted  that  NATTS  took  no  action  against  DEI 
until  it  was  forced  to  by  the  circumstances  of  nuasrous  complaints 
and  a  pending  IG  review*  How  did  HAVTS1  actions  in  the  DEI  matter 
conform  to  the  association's  own  procedures? 

AS*  we  do  not  understand  ho*  a  "pending  10  review"  which  was 
not  "pending"  until  uffctx  the  XATTS  commission  aoted  against 
DEZ  could  have  "forced"  th#v  WATTS  commission  to  act.  Moreover, 
since  the  unnamed  official  from  the  10 's  office  did  mot  offer 
any  specific  example,  ve  cannot  directly  respond  to  this 
individual's  allegation  that  the  commission  "did  not  follow 
its  own  regulation*"  with  regard  to  DSX's  accreditation 
violations* 

As  explained  in  a  chronology  which  was  provided  to  Kr.  Jack 
Mitchell  of  your  staff  and  documented  in  materials  which  were 
provided  to  the  Permanent  investigations  subcommittee,  the 
watts  Commission,  in  conformance  with  its  own  procedures  (not 
the  association's  procedures),  took  the  following  actions  with 
regard  to  nzit 

January  iss*      DSX  provided  ses  to  Commission  following 
application  for  renewal  of  accreditation 

Oa toner  xsss     DEI  provided  *uppl<  tmental  sSR  to  Commission 

October  i»ea      commission  Team  on-site  visit  to  DSX 

Octoter  Xtst      Teas  Summary  Report  provided  to  commission 
and  to  OKI 

December  198S    DBI  provided  Commission  with  its  response 
to  the  Team  Summary  Report 

January  iss?      commission  failed  to  grant  renewal  of 
accreditation  to  DSX,  eitingi 

*  unsound  financial  structure 

*  inadequate  retention  (completion)  rate 

*  weaknesses  in  placement  program 

*  violation  of  refund  policy 

*  failure  to  give  timely  notice  of  separate 

classroom  closing 
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When  the  Commission's  failure  to  grant  or  run  accreditation 
i*  eppaalad  by  •  aomool,  the  VftTTS  Commiesion  Appeals  Panel 
wiXX  review  the  ComImIo&'i  prooeduree,  me  weXi  m  the 
Commission's  application  of  accrediting  standards,  to  its 
review  of  DMX's  appeal,  the  Appaals  Panel  found  no  violations 
of  procedure  by  the  Commission. 

Q7.  A  former  Michigan  state  official  who  has  extensive  experience 
with  NATTS  told  jy  staff  that  your  organization  was  notably  "close- 
mouthed"  and  o^cen  reluctant  to  shara  information  with  har  officar 
daapita  tha  fact  that  NATTS  accradita  mora  school*  than  any  othar 
accrediting  organization  in  Michigan,  What  doas  NATTS  do  to  ensure 
that  fadaral  and  atata  education  officiala  obtain  tha  accreditation 
information  thay  need  to  protect  the  interests  of  both  students  and 
the  educational  organisations  oversaaing  proprietary  and  vocational 
schools? 

*?»  Tha  MATTS  commission  staff  follows  the  requirements  of  the 
Council  on  Post  secondary  accreditation  (*co?m*)  aad  the  U.S. 
Department  of  Education  la  responding  to  requests  for  school 
accreditation  information,  ta  providing  information,  the  staff 
acta  in  conformance  with  confidentiality  obllgationa  impoaad 
by  the  commission's  Accreditation  standards  and  Procedures t 

*Data  in  the  Ss  if- Evaluation  ftaport,  the  Team 
summary  Report,  and  the  school's  responses  are 
confidential  and  are  not  shared  with  the 
officers  of  the  Association,  other  Association 
members,  the  press,  or  the  public,  except  as 
may  be  required  by  government  regulation.' 

Since  you  did  not  disclose  the  identity  of  the  'former 
Michigan  state  official*  or  any  speolfic  detaila  of  how  the 
Commission  was  supposed  to  have  been  close-mouthed'  and 
often  reluotant  to  a  hare  information  with  her  of  floe,*  it  is 
difficult  to  respond  directly  to  her  allegations*  Sovaver,  to 
the  extent  that  commission  staff  recall  having  telephonic 
communications  with  offioiaXe  of  the  Michigan  Department  of 
Sducation  regarding  DEI,  the  recollection  is  one  of  receiving 
contradictory  eigaaXe  from  Department  officials  who  declined 
to  give  the  commieeion  any  written  information  that  the 
commission  could  rely  upon  to  take  action  against  the  echool. 


Q8.  In  a  September  12  New  York  Times  story,  KATTS 1  executive 
director,  Dorothy  C.  FenvicJc,  was  quoted  as  saying,  " Problem 
schools  ars  not  accredited  by  NATTS."     Yat   federal  government 
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investigators  have  informed  ay  staff  that  there  vero  serious 
management  problem*  at  DEI  a»  early  as  1985.  I«  it  NATTS 1  position 
that  OEX  vae  not  a  "preplan"  school  prior  to  the  October*  1988 
accreditation  review? 

M.  The  atatement  and  question  which  follow  the  quotation  from 
Dorothy  Feawick  reflect  a  complete  ai eunder standing  of  both 
tha  quotation  and  tha  WATTS  commission's  "position"  on  DEI. 

Tha  quotation  rafara  to  tha  ovarall  accraditation  policy  of 
tha  watts  commission,  which  ia  that  a  school  will  not  receive 
MATT*  accraditation  unless  tha  school  can  shew  that  it  is  in 
conpliance  with  tha  Commiesion's  Standards  of  Accraditation 
and  agreae  to  remain  in  compliance  with  thoae  standmrda 
throughout  its  period  of  accreditation.  Thus,  to  tha  extant 
that  aohccls  are  "problem*  schools,  JUau#  compliance 
with  the  Commission's  etandards  of  Accreditation,  they  will 
not  receive  WATTS  accreditation. 

obviously,  there  are  situations  in  which  a  school  already 
accredited  by  MATTe  may  become  a  "problem"  echool,  i,e, . 
anqragas  in  violations  of  MATTS  Standarde  of  Accreditation, 
after  it  has  been  accredited*  The  statement  and  question 
which  follow  the  quotation  appear  to  view  much  situations  as 
caaea  where  "Problem  school*  &£§  accredited  by  HATTS."  This 
intepretation,  however ,  is  clearly  a  misguided  reading  of  tha 
Commission's  poliry  and  its  actions,  especially  with  respect 
to  DEX. 

At  tha  time  of  its  renewal  of  accraditation  in  July  itta,  DKX 
was  in  complianca  with  MASTS  standards  of  Accreditation  and 
waa  not  a  "problem"  school .  oar  warn  found  to  be  a  "problem" 
echool  in  October  lite,  whan  the  on-site  team  found  evidence 
thet  DEX  was  in  violation  of  tha  accreditation  a  tender  da;  from 
that  point,  the  KATTS  commission  implemented  ita  proceee  of 
accreditation  review,  reaulting  in  the  removal  of  nil  from 
WATTS'  liat  of  accredited  echool a. 

Aa  explained  in  response  to  Question  3,  the  XATTS  Commission 
waa  not  aware  "that  there  were  serious  management  problems  at 
DEI  as  early  mm  IMS*" 

However ,  me  alao  explained  in  reeponee  to  Queetion  J,  neither 
the  S,  Department  of  Education  nor  the  Michigan  Department 
of  Education  provided  the  Commieeion  with  information 
regarding  "serious  Management  problems"  at  DEX  which  would 
have  warranted  eocreditetion  review  activity  by  tha  Coawiasion 
during  that  time  period* 

Nevertheless,  between  October  19ee  and  March  19S9,  once  a 
fact-baaed  record  of  evidence  had  been  established,  the  WATTS 
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Commission  worked  pursuant  to  its  procedures  to  swiftly, 
fairly  mad  affectively  hold  DSX  accountable  for  a  numbar  of 
violation*  of  NATTS'  accreditation  atandarda^ 


Q9.  At  the  hearing,  Dr.  Taylor  of  NATTS  was  unable  to  datail  to 
tha  Subcommittae  your  organisation's  policy  regarding  whether 
accreditation  applicants  are  required  to  notify  NATTS  in  writing 
if  they  have  baan  rejected  or  loat  accreditation  from  any  other 
organisation  recognized  by  the  federal  Department  of  Education. 
What  ia  NATTS*  policy  on  such  notification? 

At*  The  present  application  form  for  NATTS  accreditation 
requires  a  school  to  indicate  whether  it  has  been  accredited 
by  other  accrediting  bodies.  Currently,  when  a  school  appliea 
for  accreditation,  we  survey  tha  applicable  stats  agencies  and 
all  accrediting  agencies  requesting  information  concerning  the 
tchool  applying  for  initial  accreditation  with  NATTS. 
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Raspras*  fro*  Robart  Taylor 
Chairman*  Accrediting  xcom*iB*ioi» 
Watioaal  Association  of  Trade  and  Technical  Schools 

to 

Bearing  rolljw-op  Questions  from  San.  Sam  wunn 
Chairman,  Permanent  Subcommittee  on  Investigations 
Senate  Commit taa  on  Governmental  Affairs 


Ql.  Subcommittee  staff  learned  of  allegations  of  embezi lament  fay 
Dr.  Kibarian  from  Southeastern  University  to  Mrs,  Kibarian  as 
president  of  the  Culinary  School.  Did  ACCET  know  about  these 
allegations?  If  not,  why  not?  You  accredited  them  in  1985  about 
the  same  time  of  the  stories? 

AX.  This  question  appears  to  have  been  intended  for  Roger 
williama  of  ACCET,  since  it  concerns  RCCET's  knowledge  of  the 
allagationa  regarding  Siberian  and  ACCJST's  IMS  accreditation 
of  the  Culinary  school.  The  WATTS  Accrediting  Commiaaion 
("XATTS  Commission*)  does  not  know  what  or  whether  ACCET  knew 
about  the  allegations  at  that  tins. 


Q2.  What  were  the  problems  that  your  site  review  uncovered  about 
Culinary  School  in  1984?  weren't  there  26  of  them?  Some  sound 
very  serious  —  what  did  you  do  about  them? 

A2,  The  Team  Summary  Report  for  the  December  4,  1984  site 
visit  to  the  culinary  school  was  among  the  documents  that  we 
praviously  supplied  to  the  Subcommittee.  It  included  a  liating 
jf  21  'Concerns/Potential  Problems*  as  follows; 

"i>  The  school  is  represented  in  its  promotional  literature 
as  a  credit  hour  achooi,  however,  documents  submitted  to 
KATTS  specify  that  the  school  is  on  a  clock-hour  basis. 

2)  carl  Barbour,  a  graduate  interviewed,  stated  that  tuition 
for  the  school's  program  was  increaaed  from  $6,000  to 
$8,000  on  8/1/83.  Be  was,  however,  told  that  the  cost 
of  the  program  was  $«,ooo,  which  he  contracted  for  prior 
to  8/1/83.  while  the  increase  waa  instituted  a/i/83, 
there  are  numeroua  atudent  files  which  do  not  have  any 
enrollment  agreements  indicative  of  the  cost  of  the 
program  for  documentation  for  the  increase*  The 
anrollment  agreement  contained  no  provisions  for 
increaaing  tuition.  A  sampling  of  files  following  the 
increaaa  in  tuition  sfter  8/1/83  indicates  a  lack  of 
anrollment  agreements.  Below  are  nine  (9)  student  names 
that  fall  into  the  above  category  of  the  fifteen  files 
that  ware  reviewed* 

Kenneth  McDonald  Angela  Harris 

Thomas  Koote  Kenneth  Johnson 

Volanda  xurray  Billy  stuba 
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Paul  aiada  Christopbar  Latiaar 

David  Borowits 

In  addition,  tha  sampling  showad  that  many  atudants 
signsd  anrollmant  agrssmsnts  whara  tha  total  coat  of  tha 
program  was  5$ ,000  prior  to  tha  inoraaaa  of  a/l/83,  yat 
thay  vara  raquirad  to  pay  tha  aforaaantionstf  inoraaaa* 

Finally,  tha  •chool  has  not  notif lad  aithar  tha  Vatarans, 
Adainiatration,  or  tha  Stat  a  with  ragard  to  tha  inoraaaa. 

3)  Whila  tha  aohool  is  raquiraS  to  aubmit  Docuaant  5  for 
ssparatt  classroom  Cacilitias,  thea*  on  f  ila  in  tha  KXTTS 
of fifla  do  not  match  prssant  faoilitiaa  baing  ussd  by  tha 
school  as  aaparata  classroom.  jpocuasnt  s-a  submittad 
to  NATTS  indioataa  tha  following  aaparata  classrooms 
which  ara  a  mattar  of  racord. 

A.  2lQti  Fannsylvania  Avanua,  Washington,  DC  20037 

B.  2500  Calvart  strsst,  N.W.,  Waabington,  DC 

C.  1236  20th  strsst,  N.W.,  Washington,  DC 

D.  10  X  Strsst,  S.W.,  Washington,  DC 

Howavar,  tha  following  facilitias,  all  of  which  hold 
classaa,  hava  not  baan  filad  with  natts  pursuant  to 
Documant  S-a  as  of  12/4/84* 

A.  Tha   Abbay   Road   Facility,    2000    I*   straat,  N.W., 
Washington,  DC* 

B .  Bojanglss,  2100  K  Straet,  H.W.,  Washington,  DC. 

C.  Tha  National   Prass  Club,    529   14th  Strsat,  5i.W., 
Washington,  DC. 

4)  Anothar  facility  baing  usad  by  tha  school  was  indicatad 
to  ba  in  Glan  Echo,  Maryland.  In  addition  to  thara  baing 
no  approvad  Documant  S-a  for  this  facility,  thara  is  not 
documantaticn  to  show  tha  facility  was  within  tha  tan** 
sail*  limit  foe  a  saparat*  classroom  and  could  hava  baan, 
in  fact,  a  brancu. 

5)  Tha  sain  school  addrass  which  appaars  to  ba  1050 
Connscticut  Jtvanua,  H.W.,  Washington,  DC,  only  providas 
administrates  and  studsnt  sarvicaa  for  tha  various 
aaparata  classrooms.  Ko  classaa  ara  hald  at  thia 
facility  which  doas  not  appaar  oonsistant  with 
accraditation  standards.  Purthar,  tha  location  haa  no 
capacity  to  train  atudents. 

e)  Whila  tha  Shoraham  Rotal  indicatad  by  tha  school,  mat  all 
nacassary  hsalth  standards,  numarous  instructors  and 
studants  complainad  that  ranovationa  and  tha  odor  of  raw 
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sewage  udi  learning  conditions  very  difficult  and  a 
change  was  nietisAry  to  facilitate  Mora  aft active 
instruction. 

7)  Numerous  instructors,  administratis,  and  clarical  ataff 
indicated  to  the  visiting  team  that  thara  baa  been  a  high 
rate  of  ataff  turnover* 

8)  Of  the  twelve  random  files  selected  in  1984,  current 
students  nearly  all  were  Biasing  required  data  such  as 
high  school  diplomas  (ten  files),  enrollment  agreements 
(six  files),  and  other  required  documents  stated  by  the 
school  as  necessary  such  as  letters  from  doctors 
indicating  the  applicant  is  in  good  health  (eleven 
files),  letter  of  acceptance  (ten  files),  etc*  Students 
aisaing  required  data  stated  above  were: 

Current  Students  Selected  at  Random 


pandona  Johnson 
wilbert  Joynce 
Barny  Jordan 
Tanya  Jones 
Robert  Jones 
Jessie  Johnson 


Kevin  P.  Joy 
John  Josephson 
Gary  V*  Jonea 
Gloria  Johnson 
Michael  Johnson 
Kichael  Jones 


The  school's  catalog  noted  these  items  were  required  for 
admissions 

A  sampling  of  fifteen  files  from  a  class  starting 
September  22,  1984,  shoved  eight  lacking  high  school 
diplomas,  four  lacking  enrollment  agreements,  twelve 
lacfcing  a  doctor's  letter  and  ten  lacked  an  acceptance 
letter.    These  students  were: 

Clegs  Starting  September  22.  1984 


Adeian  Ashton 
Todd  Carinci 
Deborah  ceus 
Joanne  nil lard 
David  Feiater 
Sheldon  Harrington 
Lisa  Hervy 
Gary  McGuinness 


Michael  Cannon 
Carol  Cole 
Carlyn  Davis 
Sheldon  De  Beaux 
Leola  Gilliam 
Marion  Hollingsvorth 
Bertrand  Madden 


9)  The  school's  catalog  is  not  consistent  with  Document  C- 
c,  items  numbered  as  follows;  5  (nature  and  level  of 
occupation,  8  (proper  description  of  school  facilities), 
9  reasonable  attendance  policy),  10  (definition  of  credit 
units),   14    (refund  policy),    is    (nature  and  extant  of 
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placamant  aarvica) ,  If  (aoourata  houaing  policy) ,  X7 
Cschool  calandar  indicating  beginning  and  anding  data*), 
and  it  (auparlativaa  ana  axclusivaa) . 

10)  Tha  achool' a  anroilmant  agraamant  is  not  conaiatant  vith 
Dooummnt  C-b  -  itMJt  h~l  (propar  addraaa),  A~«  (tima 
in  vsafca  or  montha) ,  A~id  (complianca  vith  Jadaral  truth- 
in-landing) ,  A~B  (class  aohadula) ,  A-Xi  (rotund  policy) , 

(affaotiva  data  of  contract),  and  A-X7   (data  of 
achool  aignatura) • 

11)  Xt  was  not  claar  to  tha  viaiting  taam  who  has  ultimata 
accountability  for  tha  fiXas  considering  that  thay  ara 
apraad  into  thraa  araas  ~~  registrar,  accounting,  and 
academic.  Ho  ona  individual  would  commit  to  final 
ac count abi 1 i  ty • 

12)  school's  litaraturs  indieatas  that  onXy  high  achool 
graduatas  may  ba  accaptad  into  tha  program,  no 
stateaants  ara  mada  that  individuals  who  arm  not  high 
aohooX  graduatas  but  who  would  bsnaf it  from  tha  training 
of fared  may  bs  admitted.  However,  tha  visiting  tsam 
round  numarous  films  of  non-high  school  graduatas  who  not 
only  had  baan  admittad  to  tha  program  but  vhoea  films 
lacked  dooumantation  that  thay  could  bsnafit  from  tha 
training  of farad. 

13)  Tha  school's  attandanoa  and  tardinaaa  policias  do  not 
appaar  to  ba  sduoationally  sound.  tfo  limits  ara  mada  on 
tardinaaa  or  abaenteeism  as  long  as  you  maXe  up  tha  work. 
This  failura  of  cloaura  in  tha  abova  araas  oausas 
conaidarabla  confusion  in  dataraining  whan  studanta  ara 
actually  dropped.  Kany  studanta  who  hava  not  attandad 
clataaa  for  up  to  thraa  or  four  months  still  appaar  in 
tha  aotiva  films,  thua  pravanting  rafunda  from  being  mada 
on  m  timely  basia,  ate.  Tha  aystaa  is  inharantly 
dafactiva  and  raguiraa  total  organisation* 

14)  Dua  to  tha  inability  of  tha  visiting  taam  to  datarmina 
whan  studanta  ara  droppad  or  tha  last  data  of  attandanoa, 
it  was  difficult  to  datarmina  if  rafunda  ara  mada  within 
thirty  days.  A  aampling  of  filaa  on  droppad  atudanta 
which  vaa  auppliad  from  tha  mctlvs  filaa  did  not  hava  any 
avidanca  that  rafunda  had  baan  mada  vithin  thirty  daya. 
Tha  achool  atatad  that  photostata  of  racant  oboclts 
actually  aant  to  banks  vara  baing  hald  by  tha  school's 
accounting  firm.  A  aampling  of  this  dafioianoy  is  found 
in  tha  filaa  of  Scott  Zurilla,  Kim  Nguyan,  Clavaland 
Brown,  and  Jamas  Holbroo*. 
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15)  Physical  faeilitias  provide*  for  tha  school's  various 
instructional  programs  dascribad  in  tha  promotional 
litaratura  *ppaar  to  ba  nislaading.  From  tha  SStcutiva 
gourmet  chat  catalog  Tha  Culinary  school  of  Washington 
in  houaad  in  a  thraa~story  brio*  building  in  tha 
oaorgatown  araa  of  washingtoa,  DC.  Tha  multi-purpoaa 
building  is  on  ••van  aeras  in  a  oampus-lika  satting  amid 
wall-leapt  lava,  shrubs,  and  traas."  Actually,  tha  school 
is  housad  in  a  downtown  offioa  building  as  wall  as 
savaral  rastaurants  looatad  throughout  tha  araa.  Tha 
school  litaratura  mamas  no  mantion  that  claaaas  ara  not 
hold  at  tha  sain  school  but  at  rastaurants  throughout 
Washington,  DC* 

16)  studants  rostsrs  suppliad  to  tha  visiting  taam  for  tha 
oalandar  yaar  1983  indicata  a  high  rata  of  attrition. 
Hovavar,  dua  to  tha  mathod  uaad  by  tha  school  in 
organising  tha  studant  rostars,  it  was  difficult  to 
datarmina  apacifio  complation  ratas  for  tha  various 
school  programs . 

17|  Whila  tha  school  lists  diffarant  admissions  critaria 
which  must  ba  mada  for  admission  into  tha  varioua 
programs ,  no  fila  of  studants  daniad  admission  is 
maintainad. 

18)  Tha  school  apparantly  doas  not  hava  complata  control  of 
ita  various  facilitias  pravioualy  listad.  Thara  ara 
numarous  axampias  documantad  in  tha  ciaaa  rostars  from 
oalandar  yaar  1983  which  indicata  that  claaaas  wara  not 
hald  —  in  ona  inatanca  Class  No.  852283  waa  hot  hald  for 
ona  waak.  ftnothor  ax amp la  waa  a  eataring  claaa  (for 
which  a  olaaa  numbar  did  not  axist)  which  did  not  maat 
for  thraa  waafcs.  Tbia  information  was  providad  by  an 
axis ting  eataring  studant* 

19)  Tha  achool  did  not  provida  protaction  of  racords  from 
fira  or  othor  parila* 

2D)  Approximatoly  $0%  of  tha  thirty  studants  intarviawad  at 
thraa  locations  did  not  know  that  olassaa  would  ba  hald 
in  a  variaty  of  rastaurants  in  tha  Washington 
matropolitan  araa.  Thaaa  atudanta  spacifioally  statad 
that  thasa  varioua  looationa  wara  not  montionod  in  any 
of  tha  school  litaratura  providad* 

21)  Tha  achool  was  unablo  to  provida  laasas  which  datailad 
out  tarms  for  tha  usa  of  tha  varioua  rastaurants  usad  as 
classroom  locations.  Tharafora,  tha  visiting  taam  was 
not  abla  to  validata  continuity  of  futura  olaaaaa  to  ba 
hald.* 
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Xn  addition,  the  Team  summary  Report  listed  5  "Other 
X  terns*  as  follows s 

*1>  A  parent  of  an  existing  »tudant  aa  vail  aa  numeroue 
students  presently  attending  ©laaeee  eteted  they  expected 
to  reaeive  an  Aaeociats  Degree  upon  graduation*  While 
tha  school  has  applied  for  aaaooiata  degree  status  with 
tha  district  of  Columbia,  bovmr,  no  approvals  praaantly 
eaiit. 

2)  Tha  school  offara  a  apaoial  program  callad  KIDS  IV  THE 
jcxtchex  (a  week-end  program  for  teaching  children  and 
taanagara  cooking) .  Whila  thia  program  ia  not  vocational 
in  nature,  HATTS  haa  raoeived  no  information  on  its 
existence* 

3)  Saveral  instructors  interviewed  at  tha  school's  main 
location r  4470  MaeArthur  Boulevard,  Washington,  DC  20007, 
had  not  taught  at  tha  achool  for  up  to  a  yaar  or  longar* 

4)  Thara  ara  various  rafsrsncas  in  all  of  tha  school's 
promotional  literature  to  various  suparlativas  such  as 
*best*,  *firet*,  'only*,  *top  notch*,  ate.  These  typer 
of  vorda  ahould  not  be  ussd  in  tha  school's  promotional 
literature* 

5)  Soma  instructors  expressed  concsrn  with  ragard  to  tha 
organisation  and  distribution  of  supplies.* 

chronologically,  as  detailed  in  my  writtsn  statamant 
eubmitted  for  tha  haaring  racord  on  Saptambar  13,  1990,  tha 
KATTS  Commission  and  ita  staff  took  tha  following  actiona 
aftar  tha  staff  racaivsd  tha  Team  Summary  Reports 

December  1984  ~  Commission  sands  taam  to  visit  CSW  to 
determine  tha  school 'a  continuing  compliance  with  accrediting 
standards.  Taam  summary  Report  is  prepared  and  sent  to  school 
for  its  response* 

January  1985  -  accrediting  Commission  reviewa  Team  Summary 
Rsport  and  school's  response,  and  directs  a  complete  re- 
evaluation  of  CSW. 

rsbruary-September  198$  -  CSW  submits  SER.  Team  visits  school 
and  prepares  Team  summary  Report.  CSW  reaponds  to  team 
report. 

October  1985  -  commission  votes  to  rsvoke  csws  accreditation. 

January  1986  -  CSW  appeals  Commission's  decision  to  the 
Commission's  Appeals  Panel.    Appeals  Panel  remands  the  matter 
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to  the  comaiesion  with  *  recommendation'  that  a  complete  re~ 
•valuation  of  tha  school  again  be  conducted  on  an  expedited 
basis* 

April  198C  -  Commieeion  rtvim  and  adopts  Appeals  Panel 'a 
recommendation*.  CSV  is  to  be  reviewed  again,  and  tha  review 
is  to  ba  ooapleted  by  September  1,  so  that  tha  Commission 

can  consider  tha  matter  at  its  October  19*6  meeting. 

August  1986  -  CSV  submits  ser,  and  team  visits  school* 

Saptambar  1986  -  Taaa  Summary  Report  sant  to  school,  and  CSV 
requests  90-day  ex tans ion  of  time  to  raspond  to  taam  report. 

octobar  1986  -  Executive  committee  of  commission  grants  30- 
day  axtansion  of  ti»a  for  CSWs  rasponsa.  As  a  result,  tha 
CSV  raviav  is  movad  to  tha  commission's  January  1987  moating. 

November  1986  -  CSV  rasponds  to  Taam  Summary  Raport  in  part 
and  raisas  objections  to  conduct  of  taam  visit. 

January  1987  -  commission  again  daoidas  not  to  continue  CSV* 
accreditation. 

February  1987  -  csw  indicates  intention  to  appeal  Commission's 
decision  to  Appeals  Panel. 

March  1987  -  CSV  notifies  Commission  and  association  of  CSV's 
tritbdratral  from  NATTS.  As  a  result,  CSV 'a  appeal  is  rendered 
moot,  and  the  Commission  notifies  the  Department  of  Education 
that  CSV  has  been  removed  from  natts'b  list  of  accredited 
schools. 


Q3,  Your  December  4,  1984,  site  team  at  the  Culinary  School 
uncovered  the  following: 

Enrollment  agreement  includes  no  provisions  for  increasing 
tuition. 

While  the  school  is  required  to  submit  forms  for  separate 
classroom  facilities,  those  on  file  with  NATTS  do  not  match 
present  facilities  being  used  by  the  school  as  separate 
classrooms. 

Numerous  instructors  and  students  complain  that  renovations 
and  the  odor  of  raw  sewage  make  learning  conditions  very 
difficult  at  the  Shoreham  Hotel. 

A  high  rate  of  staff  turnover. 
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Of  12  random  files  selected,  all  are  missing  required  data. 

it  is  unclear  to  the  visiting  team  who  has  ultimate 
accountability  for  the  files. 

School's  policies  on  attendance  and  tardiness  do  not  appear 
to  be  educationally  sound. 

A  sampling  of  files  on  dropped  students  does  not  have  any 
evidence  that  refunds  have  been  made  within  30  days. 

Descriptions  in  promotional  literature  of  physical  facilities 
for  the  school's  various  instructional  programs  appear  to  be 
misleading. 

Student  roster  supplied  to  the  visiting  team  for  the  calendar 
year  1983  indicate  a  high  rate  of  attrition. 

Approximately  50  percent  of  the  30  students  interviewed  say 
they  did  not  know  that  classes  would  be  held  in  various 
restaurants  in  the  Washington  area.  * 

In  light  of  the  seriousness  of  these  allegations,  why  didn't 
you  move  faster  with  the  process?  Why  didn't  you  tell  the 
Department  of  Education  about  this? 

AS.  The  commission  acted  as  guickly  as  it  could,  pursuant  to 
the  procedures  which  were  in  effect  at  that  time,  to  address 
the  allegations  against  the  Culinary  school •  with  the  adoption 
of  new  and  revised  procedures  to  strengthen  and  streamline  the 
process,  the  commission  today  is  able  to  take  fair  and 
effective  action  in  less  time  than  was  the  oase  with  the 
culinary  school. 

In  its  response  to  apparent  violations  of  accrediting 
standards,  the  KATTS  commission  is  legally  obliged  to  follow 
procedures  that  provide  a  school  with  notice  of  the  grounds 
upon  which  the  commission  may  take  action  and  an  opportunity 
to  respond  to  allegations  of  such  violations. 

Many  of  the  commission's  procedures  which  were 
implemented  in  the  case  of  the  culinary  School  —  such  as 
self -evaluation  by  the  school,  on-site  review  of  the  school, 
a  report  by  the  on-site  review  team,  making  determinations 
based  on  published  standards,  and  affording  an  appeals  process 
—  are  mandated  by  Department  of  Education  regulations. 
Moreover,  the  courts  have  made  clear  that  an  accrediting  body 
such  as  the  M&TTff  Commission  must  follow  its  own  procedures 
and  must  give  a  school  notice  and  an  opportunity  to  respond 
before  adverse  action  (e.g.,  withdrawal  of  accreditation)  can 
be  taken  against  the  school* 
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Before  a  school's  accreditation  can  be  terminated,  a 
eolid,  faot-baead  out  regarding  tba  achool'a  violation  of 
accraditing  standards  mist  ba  davalopad;  the  school  must  have 
•a  opportunity  to  reepond  to  the  "chargae*  against  itr  and, 
tha  school  must  ba  permitted  to  ssex  a  meaningful  review  of 
tha  commiseion's  decision  through  an  established  mechanism  for 
appeal.  Thus,  tha  procass  laading  to  tba  termination  of 
aooraditation  necessarily  taXes  time. 

In  tha  casa  of  tha  Culinary  school,  tha  KATT9  commission 
took  cars  to  follow  tha  appropriate  prooaduras  and  to  ansura 
that  tha  school  vas  givan  a  full  and  fair  opportunity  to 
raspond  to  tha  allegations  that  it  vas  in  violation  of 
accrediting  standards.  The  process  vas  complicated  baeauss, 
at  various  stages,  the  school  alleged  that  the  Commission  and 
"»  ™P"»*atativee  had  failed  to  follow  proper  prooaduras  and 
!  *ro??"  ha*  in  waye  that  prejudiced  the 

5f?hta>;  Koreover,  the  culinary  School  received  the 
full  hensfits  of  an  appeal  prooess  which  showed  in  this  case 
that  it  is  not  merely  a  mechanism  to  ^rubber  stamp*  Commission 
decisions* 

f.  .  "ti"*t1-ly'  tb!  Coaaieaion  decided,  for  a  ..cond  tiae, 
that  tha  culinary  school 'a  aooraditation  ahould  ba  terminated! 
in  ao doing,  tha  Coaaieeion  deaonetrated  that  tba  reguieite 
procedural  'due  prooeee'  for  accraditing  aetiona  aay  delay  but 
will  not  dany  affaetiva  anforeamant  of  atandarda. 

Hor*    recently,    tha    coaaieeion    haa    adopted  aavoral 
aeaeuree  intandad  to  ainiaixe  auob  dalaya.  Aa  axplainad  in  tha 

E^ii^r"?  ■ub*itt««  *«  the  b.erin?  record,^ 
co^i.aicn'a  davalepmant  o«  -rapid  ra.ponaa  teaL'  for  on-eite 
viaitaj   detailed  achool   reporting  reguireaente?  mandatory 

heen  part  of  ita  continuing  effort  to  atrangthan,  atreaallne, 
and  axpadita  tha  aooraditation  procaaa.  ' 

Ae    tha    aacond   part    of    thia    gueation    iapliea.  tha 
SKfe?!**  11  Mu™*ioa  «•  not  informed  about  tha  allag.tiona 
th\  Culln"rY   School /a    faiiur.    to    comply  "it" 
accraditing  atandarda  while  tha  KATTS  coaaieeion?.  review 

SZ?ZLKL£11?  JV^**-  Tb-  'I*™**  «»»««tion  tor  Hi, 
JE!«S«i?°^I  •t*^-d  ln  tn*  **olic?  Stataaant  on  Discloeure, 
Sfii ^«  ilV  thw-  Iat«'rity  °*  "a  Accrediting  Procaaa' 
«£Vidopt*d  by  tna  8o*r*  oC  tna  Co«noil  on  Poeteeoondary 
Accreditation  C'COPA*)  in  October  1994 t  ■■wmamry 

'Concern  for  the  integrity  and  effectiveneaa 
of  the  investigative  and  deliberative  prooesa 
involves  reapaot  for  confidentiality  of 
inforaation     required     and     evaluated.  The 
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purposes  ere  endangered  and  the  prooess 
weakened  when  dieolosurs  of  aspects  of  ths 
proosss  inhibit*  both  the  institution's  or 
program's  ability  to  provide  complete 
information  end  asses*  itself  candidly  and  the 
accrediting  body's  ability  to  randar  sound 
judgments." 

Tha  Accreditation  Standards  and  Procedurea  of  the  NATT8 
Commission,  like  those  of  otbar  accrediting  bodies, 
consequently  express  a  policy  of  conf idantiality  whiefc. 
recognises  tba  voluntary  natura  of  tha  ralationship  bstwman 
tha  schools  and  tha  accrediting  body.  It  ia  intandad  to 
proaota  a  forthcoming  candor  on  tha  part  of  tha  schools,  tha 
taam  members,  and  othars  who  partioipata  in  tha  aocraditation 
procass  and  aatablish  tha  avidantiary  racord  upon  which  tha 
commission  basaa  its  aocraditation  daciaiona.  Thus: 

'Data  in  tha  Sal f -Evaluation  Raport ,  tha  Team 
summary  Raport,  and  tha  school's  rasponsas  ara 
confidantial  and  ara  not  sharad  with  tha 
off icars  of  tha  Association,  othar  Association 
members,  tha  press,  or  tha  public,  axcapt  as 
may  ba  rsquirsd  by  government  regulation,* 

However,  it  is  also  tha  policy  of  tha  commission  to 
inform  tha  Dapartmant  of  Education  wfeexr  a  school  has  basn 
removed  from  tha  commission's  list  of  accredited  echools.  This 
will  occur  whan  tha  Commission  withdraws  accreditation  from 
tha  school  or,  as  in  tha  casa  of  tha  Culinary  School,  whan  a 
school  notifies  tha  Commission  that  it  is  giving  up  its 
aocraditation*  whila  its  compliance  with  accraditing  standards 
was  undar  review,  the  Culinary  School  was  still  on  the 
Commission's  list  of  accredited  sohools*  Moreover/  the 
commission  and  its  staff  wera  obliged  to  abide  by  the  above- 
stated  confidentiality  policy.  But  after  it  was  informed  that 
the  Culinary  School  was  relinquishing  its  accreditation  rather 
than  pursuing  an  appeal  of  tha  Commission's  decision  to 
withdraw  accreditation,  the  commission  gave  tha  Department  of 
Education  written  notice  that  tha  culinary  School  had  been 
ramovad  from  its  list  of  aocraditad  schools. 


Q4 .  Isn't  it  true  that  tha  procass  to  remove  Culinary 's 
accreditation  lasted  over  two  years?  From  December,  1984,  to 
March,  1987?  Was  that  appropriate?  was  that  very  aggressive? 
You  mention  that  there  is  a  reluctance  because  of  the  threat  of  a 
lawsuit  to  remove  a  school,  how  many  times  was  NATTS  sued  during 
that  period  1984 "198?  for  wrongly  removing  a  school's 
accreditation? 
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A4.  As  explained  in  response  to  the  previous  question,  the 
KXTT8  comiMion  v«i  obliged  for  a  number  of  reasons  to  follow 
ths  procedures  that  comprised  its  review  of  the  Culinary 
school's  compliance  with  accrediting  standards.  The  tiiatraa 
between  the  Dionbir  itS4  team  visit  and  the  Commission's 
(second)  decision  io  January  ifi?  to  withdraw  accreditation 
vas  "appropriate,*  since  it  was  the  cumulative  rsstilt  of 
implementing  each  of  tha  requisite  procedural  steps,  vone  of 
thoss  stops,  oven  from  today's  hindsight  ventage,  appaar  to 
havs  boon  unreasonable  or  unwarranted  under  ths  circumstances 
prevailing  at  tha  time. 

with  rsspact  to  tha  threat  of  lawsuits,  it  was  explained 
in  the  written  statement  which  X  submitted  at  tha  hearing  that 
this  was  a  continuing  concern  of  the  NATTS  Commission  and  ita 
members » 

When  the  Commission  terminates  a  school's  accreditation, 
it  ie  not  unusual  for  the  echool  to  quickly  file  a  lawsuit 
against  the  commission  end  its  members  in  order  to  compel  the 
reinstatement  of  accreditation.  During  the  period  of  the 
Culinary  school  review  between  December  1»S4  and  March  its?, 
at  least  eight  such  lawsuits  were  filed*  Since  1968 ,  ten 
lawsuits  have  been  filed  against  tha  Commission  because  of 
decisions  to  deny  or  revoke  accreditation* 

The  commission  has  vigorously  defended  its  decisions  in 
these  cases  with  the  financial  support  ©f  KATTs.  Although  tha 
Commission  and  it»  members  remain  concerned  by  some  of  the 
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notify  H*TTS  of  its  other  accreditation. 

in  any  event,  if  the  commission  had  been  awara  of  the 
Culinary  School's  dual  accreditation  as  the  0.8.  Department 
of  Education  undoubtedly  was,  the  premise  of  the 
Subcommittee's  question  that  such  Knowledge  should  somehow 
have  made  the  commission  "suspicious*  about  the  school  —  ie 
•till  unclear.  The  Commission  had  already  begun  the  procete 
leading  to  the  revocation  of  the  school'*  accreditation.  The 
commission  suspected  that  the  school  was  not  in  compliance 
with  accrediting  standard*  before  the  school  apparently 
obtained  KCQZt  accreditation. 


Q6  Why  do  we  involve  accreditation  in  the  Title  IV  participation 
process?  Isn't  it  true  that  the  veterans'  Administration  doesn't 
rely  on  accreditation  and  hasn't  since  the  1950s.  Aren't  we  asking 
you,  the  accrediting  bodies,  to  essentially  be  schizophrenic?  On 
the  one  hand,  you  make  raoney  by  accrediting  more  schools?  and  we 
are  also  asking  you  to  kick  a  lot  of  them  out. 

A6.  X  succinct  explanation  ot  *  [wjhy  we  involve  accreditation 
in  the  Title  X?  participation  process*  was  provided  for  the 
record  in  the  Subcommittee  Staff  Stateasnt  presented  at  the 
September  12,  1990  hearings 


The  [Higher  Education]  Act  made  it  a 
requirement  for  schools  to  be  accredited  in 
order  for  their  students  to  qualify  for  tha 
newly  created  student  financial  aid  progress?*. 
The  Department  of  Education  relies  upon 
accrediting  agencies  to  assure  "quality 
education*  for  Title  IV  funding  because  tha 
United  states  has  no  Federal  ministry  of 
education  or  other  centralised,  authority 
exercising  single,  national  control  over  all 
educational  institutions.  The  Secretary  of 
Education  recognises  and  depends  on  independent 
accrediting  agencies  as  reliable  authorities 
on  the  quality  of  education  and  training 
offered  by  postsecondary  institutions.  To  date, 
approximately  100  accrediting  agencies  are 
recognised  by  the  Secretary*  Only  those  schools 
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accraditad  by  on*  of  tha  100  agancias 
racogniaad  by  tha  Sacrttary  ara  aligibla  to 
racaiva  Titla  XV  funds. 

Thua,  privata  accraditing  bodiaa  sarva,  along  vith  Stmts 
licanaing  agancias  and  tha  Dspartmant  of  Education,  as  part 
of  tha  Triads  which  datarminas  tha  aligibility  of 
poataaoondary  institution!  for  participation  in  Titla  IV 
atudant  financial  assistano*  programs. 

Fraaumably,  tha  roaaon  that  tha  Vataran'a  Administration 
"doaan't  raly  on  aceraditation  and  hasn't  ainca  tha  IfSOa"  ia 
that  Congrasa  haa  not  astablishad  a  statutory  mandata  for  such 
ralianca.  It  should  not  ba  asstittad,  howavar,  that  tha  absanca 
c:  -ich  a  raquiramant  maXas  tha  VA  approval  procass  for 
participation  in  ita  aducational  banafit*  program  any  Mora 
affaetiva  or  lasa  cu&baraoma  than  tha  Triad  appaars  in  tha 
ayes  of  its  critios. 

For  sxampla,  as  aat  forth  in  tha  Subcommittaa  Staff 
Statamant  praaantad  at  tha  Saptambar  xs,  x*9Q  baaring,  tha 
"U.S.  Dapartatnt  of  Vataran'a  Affairs  Chronology  of 
Significant  Evants  Concarning  tha  Culinary  school  of 
Washington*  indicatas  that  tha  timafram*  and  ssquanca  of 
ayanta  for  tha  VA'a  raaponaa  to  problasui  at  tha  School  was 
similar  to  that  in  which  tha  HATTS  commission  actad.  Although 
tha  VA  "atartad  to  racaiva  aarioua  complaint**  ragarding  tha 
Culinary  school  in  Octobar  19*2,  it  was  not  until  Octobar  IMS 
—tbraa  full  yaara  latar  —  that  *final  notification  was  givan 
to  tha  achool  that  ramoval  action  was  to  ba  takan.*  Xoraovar, 
aftar  tha  formal  ravocation  haaring  was  cancallad  on  tha  basis 
of  tha  School's  claim  that  ita  procaduraa  had  baan  raviaad  to 
maat  VA  raquiramants ,  a  *follow-up  complianca  survay* 
complatad  by  tha  VA  in  January  19*6  found  a  "substantial 
pattarn*  of  ovarpaymants  and  numaroua  othar  allagad  violationa 
of  VA  raquiramanta.  Vat,  it  waa  not  until  tha  school  agraad 
to  "rsquaat  voluntary  withdrawal  of  ita  VA  approval*  as  part 
of  a  sattlaaant  vith  tha  VA  in  April  i»a*  that  tha  School  waa 
raaovad  from  participation  in  tha  banafita  program. 

As  part  of  tha  Triad,  privata  accraditing  bodiaa  hava  a 
diatinct  rola  to  play.  That  rola  raguira*  tha  HATTS  commission 
to  function  indapandantly  of  tha  trada  as»ociation  which 
sponsors  it  a*  a  raliabla  authority  on  tha  quality  of 
aducation  and  training  offarad  by  tha  schools  aaaking  its 
aceraditation. 

Tha  Coamiasion,  th*rafora,  functions  autonoaoualy  with 
raspact  to  ita  task  of  aatabliahing  critaria  for  avaluating 
and  accraditing  trada  and  taehnical  acbools,  and  datarmining 
whathar  school*  nmmt  such  critaria.  KATTS'a  Conatitution  and 
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Bylaws  outline  tha  powers  tsd  raaponeibilitis*  of  the 
Coa»iaaian  and  provide  that  the  Coaadssion's  exerciaa  of  theee 
*ehaiX  not  be  subject  to  review  by  tha  Board  of  Directors*  of 
kxtts  .  Further,  tha  Commission  has  control  of  its  own 
■anageaant,  administration,  and  personnel.  Tha  Board  of 
Direotore  of  KATTS  must  provide  tha  Commission  with  financial 
rasouroas  reasonably  fcaeeaeary  to  enable  tha  coaaisaion  to 
carry  out  its  functions,  and  tha  Board  may  not  approve  or 
disapprova  of  apaoifio  items  in  tha  Commission's  budget. 

Tha  notion  that  accrediting  bodias  lika  tha  NATTS 
Commission  *saXe  money  hy  accrediting  »ora  aehoola*  is  simply 
wrong.  NATTS  is  a  non-profit  organisation  under  tha  Internal 
Kcvenue  Coda.  Tha  Commission's  expeneea  exceed  tha  faas  that 
it  chargas  applicants  snd  acoraditad  schools  to  dafray  tha 
costs  of  aocraditing  activities.  Tha  trada  association 
subsidizes  tha  diffaranca  from  its  members'  dues.  A  achool 
doas  not  hava  to  ba  a  member  of  tha  trada  asaociation  in  order 
to  apply  for  accraditation  from  tha  Commission,  nor  is  a 
school  required  to  becoae  a  mambar  of  NATTS  as  a  condition  of 
obtaining  Commission  accraditation.  Thus,  accraditing  mora 
schools  doss  not  Xsad  tha  NATTS  Commission  to  "make  money." 


Q7.  Subcommittee  staff  has  compiled  default  statistics  for  each 
accrediting  agency,  including  ACCET  and  NATTS •  ACCET  has  14  of  its 
102  schools  participating  in  GSL  programs,  in  the  "'mil lion-dollar 
club,*  composed  of  schools  having  $1  million  or  more  each  in 
default.  These  schools  account  for  approximately  $37  million  in 
default.  NATTS  has  45  of  its  600  schools  participating  in  GSL 
programs,  in  the  "million-dollar  club.*  These  schools  account  for 
approximately  $232  million  in  default.  With  the  magnitude  of 
damage  these  schools  cause,  how  can  you  justify  your  agencies' 
positions  that  problems  from  a  few  schools  are  minor? 

A?.  We  hava  not  been  providad  tha  Subcommittee  staff's 
compilation  of  def ault  statistics,  without  knowing  tl  *  sources 
and  methodology  usad  by  tha  staff  for  its  compil  ion,  vt 
cannot  (and  indaad  hava  not)  taken  any  poeition  regarding 
thtm*  We  wouid  note,  however,  our  oonoarn  that  tha  staff's 
compilation  of  defauXt  atatistios  for  WATTS  may  ba  in  arror 
if  it  ia  in  any  vay  based  upon  tha  list  reXeased  by  tha 
Department  of  Education  on  S apt amber  10,  1**0  which  purports 
to  identify  tha  accraditation  status  of  soma  89  schools  with 
high  default  rataa  and  a  high  volume  of  loana  in  default*  That 
Xiat  identifies  2*  of  tha  S*  schools  aa  being  currently 
acoraditad  by  NATTS.  our  ovn  review,  however,  indicates  that 
tha  list  is  outdated  and  contains  mistaken  information.  For 
example,  8  of  tha  29  cited  schools  ara  no  longer  accredited 
by  NATTS* 


ERIC 


429 


-  15  - 


Q8.  You  have  stated  that  it  is  not  the  responsibility  of 
accrediting  agencies  to  be  aware  of  or  concerned  with  its  schools' 
default  rates  as  reflected  in  the  Department's  COHORT  default 
listing  and  that  this  is  not  related  to  the  *  quality  education* 
purpose  of  accrediting  agencies.  (Do  you  agree  that  a  high 
default  rate  is  one  factor  that  could  indicate  problem  schools?) 
Do  you  agree  that  one  reason  why  students  default  is  because  they 
drop  out  of  the  courses  they  are  dissatisfied  with,  perhaps  because 
they  do  not  provide  "quality  education?*  Since  it  is  the  duty  of 
accrediting  agencies  to  assure  quality  education,  and  lack  of 
quality  education  can  be  reflected  by  the  default  rate,  how  can  you 
assert  that  it  is  not  within  your  responsibility  to  be  av^re  of  and 
concerned  about  a  school's  default  rate? 

AS.  Nowhere  in  ay  written  statement  or  oral  testimony  did  X 
say  or  suggest  that  an  accrediting  agency  need  not  be  "aware 
of  or  concerned  with*  its  schools'  default  rates*  In  my 
written  statement,  X  questioned  the  Department's  assertion  of 
a  linkage  between  the  default  rates  of  certain  schools  ana  the 
performance  of  accrediting  bodies,  noting  that  "the 
Department's  own  recognition  criteria  for  accrediting  boftiee 
maXe  no  reference  to  default  ratev,  and  the  policing  of 
aefault  rates  is  olearly  an  area  for  federal  regulatory 
enforcement."  During  my  oral  testimony,  X  responded  to  a 
similar  assertion  from  senator  Roth  by  making  the  point  that 
"you  oannot  automatically  link  default  with  bad  educational 
performances." 

Based  upon  my  forty  years  of  experience  in  the  field  of 
vocational  education,  including  my  service  on  the  natts 
commission,  x  have  not  found  any  empirieal  evidence  of 
correlation  between  a  high  default  rate  at  a  particular  school 
and  the  quality  of  the  education  or  training  which  the  school 
affords  its  students*  the  ability  and  willingness  of  students 
to  pay  back  loans  is  influenced  by  many  factors,  ror 
vocational  schools,  the  high  default  rate  on  student  loans  has 
been  and  continues  to  be  largely  a  function  of  the  social, 
economic  and  employment  risk  characteristics  of  the  population 
served  by  such  schools. 


QS.  During  the  hearing,  a  witness  who  initially  recruited  tor  a 
NATTS-accredited  school  stated  that  after  he  learned  some  of  the 
weaknesses  in  the  NATTS  oversight  system,  he  went  on  to  purchase 
three  NATTS-accredited  schools.  Tommy  Wayne  Downs  described  his 
Title  IV  fraud  schemes,  which  began  with  his  creation  of  fictitious 
students  at  the  Guideliners  School  of  Hair  Design  (formerly  Rogers 
School  of  Hair  Design) ♦  Downs  chose  this  school  to  begin  his  fraud 
because  he  noticed  that  NATTS  was  lax  in  its  oversight,  including 
NATTS's  failure  to  perform  a  site  visit  when  they  were  notified  by 
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the  owners  of  the  schools'  naise  change.  In  Downs'  statement,  he 
said: 

After  we  notified  NATTS  of  the  name  change,  it  never  exercised 
its  option  to  do  a  site  visit,  as  provided  for  in  its  procedures 
regarding  such  cases.  To  the  best  of  my  rpjollection,  during  the 
more  than  two  years  I  was  associated  with  this  school,  NATTS  never 
conducted  a  site  visit  to  it. 

Downs  has  been  convicted  of  committing  fraud  at  this  school 
and  readily  admits  his  guilt. 

Downs  ited  another  sample  of  lax  NATTS  oversight  at  the 

Pittsburgh  Be,,*  r.  School.  After  Downs  purchased  the  school,  he  did 
not  specifically  mention  to  NATTS  the  change  of  ownership,  yet  in 
other  NATTS  forms,  he  accurately  listed  himself  as  owner. 
According  to  Downs,  WATTS  never  picked  up  on  the  change  and  never 
made  a  site  visit  of  the  school  after  ownership  change. 

Regarding  a  thix'd  NATTS  school  that  he  owned,  the  Harrisburg 
Barber  School,  Downs  was  able  to  get  a  six-month  extension  on  his 
scheduled  re-accreditation  visit.  The  site  visit  occurred  one  year 
later  and  ruing  the  interim  time,  Downs  was  able  to  obtain  Title 
IV  funds.  When  the  visit  finally  took  place,  Downs  was  relieved 
because  it  turned  out  to  be  so  easy,  saying,  *ln  the  first  place, 
none  of  the  members  of  the  NATTS  s*te  examination  team  ever  had 
been  to  a  barber  school  before  and  none  of  them  knew  anything  about 
cutting  hair,  secondly,  the  team  members  reviewed  files  that  the 
school  provided  them,  rather  than  taking  their  sample  from  the 
files  themselves.  Thirdly,  the  team  members  didn't  ask  for  very 
much  in  the  way  of  files  to  review  —  five  files  of  new  students, 
five  files  from  among  the  most  recent  graduates,  and  five  files  of 
student  that  had  graduated  in  the  previous  six  months.* 

Downs  admits  that  he  was  committing  Title  IV  fraud  at  this 
NATTS  school  as  well  as  the  Guideliners  school. 

Have  you  made  any  changes  in  the  quantity  and  quality  of  NATTS 
site  examinations  since  the  instances  cited  by  Mr.  Downs? 

A9„  The  subcommittee's  question  regarding  the  activities  of 
Tommy  Wayne  Downs  is  replete  with  factual  inaccuracies. 

Most  importantly,  I  want  to  make  it  clear  to  the 
Subcommittee  that  Mr.  Downs  was  nsver  the  owner  or  purchaser 
of  record  of  any  NATTS-accredited  school .  Documentation  in  ths 
files  of  the  NATTS  Commission,  confirmed  by  the  Pennsylvania 
State  Board*  of  Barber  Examiners  in  September  of  this  year, 
indicates  that  the  Harrisburg  Barber  School  was  owned  first 
by  David  and  Katharine  Daniel  through  their  wholly-owned 
corporation  "Danielle  Limited,*  and  subsequently  by  Kathleen 
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H.  Downs  through  bar  purchase  of  stock  in  Danielle  Limited. 
Similarly,  throughout  the  period  of  KATTS  eccreditetion, 
Xethleen  R.  Down*  was  tho  ownsr  of  rseord  for  tha  Bitteburch 

!^?f-??B°o1*  2Vor  tDB  Oui««liMr«  School  of  Hair  Dssign, 
originally  owned  toy  Rogar  Scruggs  and  called  'Roger'a  school 
of  Hair  assign,*  this  school  changed  aaaas  whan  it  was 
S^'S!*  by  Paul  ^"yb-rry,  who  sutos^gusntly  hi r ad  Tom? 
wayas  Downs  as  a  rscruitsr  in  January  ntc  and  kept  hia  on  as 
an  independent  contractor  until  discovery  of  Mr?  Dow" 
criminal  activitiss  in  April  nt7.  All  three  of  thesi  schools 
wars  at  ona  tins  aecrsdit.d  toy  KATTS,  but  not "as of tha.  was 

JLUf      "i,**,  TOaay   Wayn*    Oo^nm,    according  to 
iiosnsing  and  accreditation  records. 

As  with  his  status  as  an  owner,  tha  account  civen  bv  Mr 
S£"Wb?  "*OTS  »itB  •«»i»«tioa  to  th.  Barri.burJ  Bmrilr 
-so  easy-  for  ths  school,  tha  visit  rssultsd  in  ths  school ?i 
£252?.?*  •  *•«■  summary  Rsport  which  cit.d  14  "onosrn.  or 

warranting  -ima.dists  sttentionV-^ATTs 
rJ^tllt0*  »  raspons.  fro.  tha  school  b? 

February  is,  198*  and  noted  that  ths  school's  application  for 
'•astral     of    accreditation    would    bo    considered    A  III 

SUSS?  JUB,B        »"tia9-     sow".?!  •?b.at.tiJf 

subssgusntly  rscsivsd  notification  from  tha  Pannsylvani.  St.*. 
Board  of  Barbar  Bx^in.r.  that  tha  school  had  mmS  «.r!tion 
affactiva  January  IS,   198»  —  ju»t  six  davs.ftsrfh.il™ 
Summary  Rsport  ws.  s.nt  to  ths  school.  Sort ij  thereafter 
school  ws.  rsaov.d  froa  ths  list  of  accr.ditU  schools.  ' 

«r.    Downs   wss  corrsct   in   notino  that  th.  „>,,„„« 
TSmft.*"  School""  not  prsc^itat. 

IwSrfhst  th?^ation'  H°*-™'  »•  subcoanitta.  Sofia  5! 

7  x?  already  in  the  renewal  prooitt.  The  new  nim.r. 

^    j  7  I      os  »ati»ractio»  with  and  crualitv  «r  th« 

training  received.     In  addition,  it  im  *  ~*u+*£Z it-*? 

saaynrsra:  sr..-  s 

Please  see  Attachment. 
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QIC  The  fraud  at  these  schools  was  eventually  detected,  but  it 

had   nothing    to   do   with    NATTS   oversight,    or  any   other  wad 

participant.  How  do  you  account  for  these  schools  slipping 
throuqh  the  NATTS  oversight  system? 

AlO.  v*  do  not  accept  the  premise  that  "these  school* 
slipped]  through  the  NATTS  oversight  system. *  Insofar  as 
there  were  ongoing  accrediting  activities,  NATTS  procedures 
were  followed  as  mandated* 

However,  the  Subcommittee  must  understand  that 
private  accrediting  bodies  such  as  the  NATTS  Commission 
are  concerned  with  institutional  integrity  ft*  it  affects 
educational  quality.  The  detection  and  prevention  of 
felonious  criminal  fraud  against  the  federal  student  loan 
program/  as  perpetrated  by  Tommy  Wayne  Downs  and  his  il*# 
are  responsibilities  of  Federal  and  state  law  enforcement 
authorities,  not  private  accrediting  bodies. 

Oil.  In  your  application,  is  a  school  asked  if  its  accreditation 
has  been  rejected,  denied,  or  withdrawn  from  another  accrediting 
agency? 

All.  The  present  application  form  for  NATTS  accreditation 
requires  a  school  to  indicate  whether  it  has  been  accredited 
by  other  accrediting  bodies.  Currently,  when  a  school  applies 
for  accreditation,  we  survey  the  applicable  state  agencies  and 
all  accrediting  agencies  requesting  information  concerning  the 
school  applying  frr  initial  accreditation  with  NATTS. 

Q12.  Does  Federal  precedent  exist  that  would  give  accrediting 
agency  commission  members  immunity  from  legal  actions  which  schools 
consequently  might  take  against  them  for  adverse  actions  taken 
against  those  schools? 

A12,  Our  preliminary  research  indicates  that  there  is  no 
existing  federal  precedent  that  would  give  accrediting  agency 
commission  members  immunity  from  legal  actions  which  schools 
consequently  might  taXe  against  them  for  adverse  actions  tafcen 
against  those  schools.  However,  it  appears  that  Federal 
statutory  Protections  for  private  professional  review  entities 
in  the  health  care  field  are  based  upon  analogous  policy 
considerations  which  would  justify  their  serving  as  a  model 
for  the  enactment  of  immunity  provisions  applicable  to  the 
field  of  educational  institution  accreditation. 

For  example,  in  1972,  when  Congress  became  concerned  that 
rapidly  rising  costs  of  Medicare  and  Medicaid  programs  were 
partly  due  to  unnecessary  use  of  medical  services  requiring 
reimbursement     under     these     programs,      it     created  the 
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Professional  Standard*  Review  organisation  CP8RO*)  program. 
42  U.8.C.  Section  13200  ejfc  Mfl.  The  PSRO  program  consists  of 
a  eystam  of  paar  review  in  which  nonprofit  physician 
membership  organisations  ana  other  privata  "qualified 
organisations*  antar  into  an  agreement  vita  the  Secretary  of 
Health  and  Hunan  services  to  review  tha  appropriatenesa, 
siadioal  nacassity  and  quality  of  haalth  car  a  sarvicaa  paid  for 
under  tha  Xedicare  and  Medicaid  programs.  In  general,  tha  PSRO 
for  a  particular  looala  will  collaot  and  analysa  patient, 
practitioner,  and  providar  data  to  determine  vhathar  haalth 
oara  sarvicas  furnished  to  individuals  ara  or  war  a  medically 
necessary,  oonsistant  in  quality  with  recognised  standards, 
and  could  hava  been  aora  appropriataly  randarad  in  anothar 
lasa  expensive  manner. 

Whan  it  astablishad  tha  PSRO  program,  Congrasa  providad 
explicit  statutory  immunity  from  civil  liability  for  PSRO 
employees  and  thosa  having  a  fiduciary  relationship  to  tha 
PSRO  in  tha  psrformanca  of  any  duty,  function,  or  activity 
within  tha  mandate  of  tha  PSRO.  Ifl.  at  Saction  1320o~6(b).  In 
addition,  it  providad  tha  sasa  immunity  from  civil  liability 
for  thosa  who  provida  information  to  a  Psro  that  ia  ralatad 
to  tha  antity's  psrformanca  of  its  contractual 
rssponsibili tias . 

similarly,  in  tha  Baalth  cars  Quality  Improvement  Act  of 
1*86,  as  amended,  Congrass  astablishad  a  limitation  on  civil 
liability  for  notions  taken  by  profassional  raviaw  bodias 
coacaming  tha  compatanca  or  profassional  conduct  of 
individual  physicians.  42  tf.s.c.  Saction  mi.  Whan  such 
bodias  (which  may  includa  tha  Amarican  xadical  Association, 
group  madical  programs,  HMDs,  hospitals,  or  othar  privata 
"baalth  oara  entities*) ,  or  thair  component  committaas  or 
staff,  angaga  in  profassional  raviaw  actions  regarding  an 
individual  physician's  competence  or  conduct  which  may 
adversely  affect  the  health  or  welfare  of  patients,  or  the 
physician's  clinical  privileges  or  membership  in  a 
professional  medical  society,  the  body,  any  member  of  its 
staff,  any  parson  under  contract  or  formal  agreement  with  the 
body,  or  any  parson  who  participates  with  or  assists  the  body 
regarding  such  action  may  not  be  held  liable  for  damagea  under 
any  Federal,  State,  or  local  law  (excluding  Federal  civil 
rights  and  antitrust  statutes).  Ifl.  at  section  1111(a)(1). 
similar  protection  from  damages  ia  afforded  to  persons  who 
provida  information  to  such  bodias,  absent  fraud.  Ifl.  at 
Section  1111(a) (2) , 

According  to  tha  legislative  history  of  these  provisions, 
Congress  recognised  that  conferral  of  immunity  was  assential 
to  ancourage  the  medical  profession's  cooperation  with  the 
peer  review  system.  As  long  as  tha  reviewing  bodies  aot  in 
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•imply  not  do  meamngrui  peer  w«w*  *«■  2%* 
contiaue  the  possibilities  for  abuse  by  bad  doctors.*  Ifl. 


Q13.  How  much  money  does  NATTS  spend  annually  on  insurance  premiums 
to  protect  the  Commission? 

31X3 p  **  explained  to  John  Sopfco,  the  Subcommittee's  Deputy 
Chief  Counsel,  in  a  September  28,  1990  letter  accompanying  the 
corrected  transcript  of  my  testimony,  HfcTTS  i«  concerned  that 
the  publication  of  specific  dollar  amounts  regarding  judgment 
liability  insurance  for  members  of  the  Commission  will  serve 
as  a  'red  flag'  to  schools  end  encourage  harassment  litigation 
with  the  hope  of  obtaining  a  monetary  settlement.  Ws  would 
be  happy  to  provide  the  subcommittee  with  information 
regarding  annual  insurance  premiums  upon  assurance  that  such 
information  will  remain  confidential  and  will  not  become  a 
part  of  the  public  record  of  the  hearing. 
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ATTAODCXXT  to  At 


^  *  ln  r"f?ns#  t0  «  q««»tion  froa  th«  Chairaan  during  the  hearing,  I  agreed! 
that  I  would  furnish  for  the  record  a  list  of  schools  which  were  visited 
during  the  past  fiscal  year.    That  list  is  as  follows: 

SC&JEDULK  or  VISITS 

Jmrx  itto 

5/31-6/1  Roffler  Technical  Institute,  Pensacola,  Florida 

6/11-12  International  Dealers  School,  Las  Vegas,  Nevada 

i'AK22  Philadelphia  Wireless  Technical  Institute,  Philadelphia,  PA 

Kf7  ,  N*V  En9land  Kair  Acadesy,  Maiden,  Massachusetts 

6/11-2  Career  Centers  of  Texas,  Austin,  Texas 

6/12-3  NEC-Bry»an  Caspus,  Long  Beach,  California 

6/13-4  Education  Dynamics  Institute,  tas  Vegas,  Nevada 

VAA/l  Concorde  career  Institute,  San  Bernardino,  California 

f^,2  Nielson  Electronics  Institute,  Charleston,  s.  Carolina 

Liceo  D'Artes  y  Disenos,  Caguas,  Puerto  Rico 

till  ?°  Travel  Education  Center,  Cambridge,  Massachusetts 

6/20-1  Ross  Technical  Institute,  w.  Palis  Beach,  Florida 

w*\  Travel  Education  Center,  Nashua,  New  Hampshire 

AA"l  Polytechnical  Coilegs,  Caguas,  Puerto  Rico 

k ,A A  Soncfi  CoU*9e  of  Technology,  Ponce,  Puerto  Rico 
/At  7  Careor*  ?f  Charleston,  Charleston,  west  Virginia 

/A  t  9  SS?*?1*  Inf ltut*  of  Technology,  Phoenix,  Arizona 

till  I  Refrigeration  School,  Phoenix,  Arieona 

/A I  PSI  ln*titutB*  Silver  spring,  Maryland 

/AAA  *tar  TttChrical  Institute,  Soaerdalo,  New  Jersey 

/A/l  T^T*1  Soh°?X  of  Aswric»'  Boston,  Massachusetts 

/A*A  Indiana  Barber  Stylist  College,  Indianapolis,  Indiana 

6/27-28  EaSrwIc^^f?8^  ^t**  *r^*r  Gaining,  Joplin,  Missouri 

YAA  %l  East-West  College  of  the  Healing  Arts,  Portland.  Oregon 

6/21-22  Love  Aviation  Training  Center,  Dallas!  Texas  ur*9°n 

tAl  p&  Northwestern  Electronics  Institute,  Minneapolis,  Minnesota 

/A At  °A*l°n  ^yt-chnic  Institute,  Portland,  Oregon  Rlnnesot* 

/MAI  Acadoax*  Bermude*  y  Rios,  Bayamon,  Puerto  Rico 

/At  it  Wyoming  Technical  Institute,  Laramie,  Wyoming 

tAl  11  Empire  Business  College,  Ft,  Collins,  Colorado 

6/19-20  N*w  castle  School  of  Trades,  PulasKi,  Pennsylvania 

MAY  1990 

YAA'IA  LiCe°  00  Arte  To^lgia,  Hato  Key,  Puerto  Rico 

4/30-5/1  Golden  State  school,  0*nard,  California 

/A  ?afSiay  Care*r  School,  Norfolk,  Virginia 

5°  ???  fta!0  Scho&1'  Chsteworth,  California 
cy?  :  InstitUto  de  Arte  Moderno,  Carolina,  Puerto  Rico 

//A  fCPf  f0?^ter  Institute,  Virginia  BiaS?  Virginia 

*/J  *  Institute  of  security  and  Technology,  Pittsburgh,  PA 
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5/14-15 

5/17 

5/17-18 

5/22-23 

«>/2?-23 

5/24-25 

5/24-25 

5/24-25 

5/31-6/1 

5/7-8 

5/14-15 

5/16-17 

5/16 

5/15 

5/lt>-16 

5/21-22 


NEC-Bryumn  Campus,  Los  Angeles,  California 

Academy  Pacitic  Bus, /Travel  School,  Hollywood,  California 

Billing*  school  of  Barbering,  Billings,  Montana 

Unified  Schools  of  America,  Los  Angeles,  California 

ETI  Technical  College,  Cleveland,  Ohio 

NEC-Bryman  Ca»pu»,  Torrance,  California 

Cleveland  Hachiniflg  Institute,  Cleveland,  Ohio 

Divers  Institute  of  Technology,  Seattle,  Washington 

Barclay  Career  School,  Jacksonville,  Florida 

Hamilton  Technical  College,  Davenport,  Iowa 

Academia  LaDanza,  Ponce,  Puerto  Rico 

Academy  of  Professions,  Stockton,  California 

Lindan  Vocational  Institute,  Salinas,  CA 

Linden  Vocational  Institute,  Fresno,  CA 

Bill  Allen's  Pocono  Institute  of  Taxidermy,  Whitehaven,  PA 
Fox  Travel  School,  Seattle,  Washington 
Central  CA  School,  Fresno,  California 


APRIL  1990 


4/4-5 

4/5-6 

4/11-12 

4/17-8 

4/17-18 

4/17-18 

4/19-20 

4/23-24 

4/24-25 

4/24-5 

4/24-25 

4/25-26 

4/26-27 

4/26-27 

4/25 

4/26 

4/27 

4/26 

4/17-18 

4/16-17 

4/23-24 

4/17-18 

4/19-20 

4/24-25 

4/4-6 

4/6 


Metro  Business  Academy,  Amarillo,  Texas 
Lexington  Electronics  Institute,   Lexington,  Kentucky 
Career  Development  Institute,  Denver,  Colorado 
Barclay  Career  School,        Orange,  New  Jersey 
Denver  Paralegal  Institute,  Denver,  Colorado 
Bryman  School,  Phoenix,  Arizona 

Colorado  College  of  Med/Dental  Careers,  Denver,  Colorado 

New  England  Tractor  Trailer  School,  Baltimore,  Maryland 

Dunwoody  Institute,  Minneapolis,  Minnesota 

Flint  Institute  of  Bartering,  Flint,  Michigan 

ITT  Technical  Institute,  Nashville,  Tennessee 

Lincoln  Technical  Institute,  Baltimore,  Maryland 

Court  Reporting  Institute  of  Tennessee,  Nashville,  TN 

Concorde  Career  Institute,  Minneapolis,  Minnesota 

Capitol  City  Barber  College,  Denver,  Colorado 

Capitol  City  Barber  College,  Colorado  Springs,  Colorado 

Capitol  City  Barber  College,  Pueblo,  Colorado 

Academy  of  Professional  Barber  Stylists,  Wheaton,  Maryland 

Valley  College  of  Medical/Dental  Careers,  Hollywood,  CA 

Dr.  Welbesf  College  of  Massage  Therapy,  Omaha,  Nebraska 

Mr.  Joseph  School  of  Cosmetology,  Ocala,  Florida 

Cleveland  Institute  Dental  Medical  Assistants,   Cleveland,  OK 

Cleveland  Institute  Dental  Medical  Assistants,  Mentor,  Oh  jo 

American  Truck  Driving  School,  Coldwater,  Michigan 

Technology  Education  Center,  Whitehall,  Ohio 

Columbus  Paraprofessional  Institute,  Columbus,  Ohio 
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3/22*23  itt  Technical  Institute,  Ft.  Wayne,  Indiana 

3/1-2  SST  Travel  School,  Portland,  Oregon 

3/2*~30  Davry  Institute  of  Technology,  City  of  Industry  CA 

3/8-9  RETS  Electronic  School,  Boston,  Maasachusett*  ' 

3/8-9  Academy  of  Art  Collage,  San  Francisco,  California 

3/12-13  CHI  inatituta,  Southhaspton,  Pennsylvania 

VAVnl  Lakeland  Medical -Dental  Acadaay,  Minneapolis,  Minnesota 

KJf'Jf  Minneapolis  Drafting  School,  Minneapolis,  Minnesota 

3/15-16  Cashier  Training  institute,  New  York,  New  York 

3/15-16  Edison  Technical  Colleger  Carson,  California 

lAl-d  S1-^™0*1*  C?n!**  °f  ?*ir  ?«**n,  Charlotte,  North  Carolina 

VAZZlt  western  school  of  Health  Business  Canters,  Monroeville,  PA 

VAA  II  National  Career  Education,  citrus  Heights,  California 

YAlAl  i??^^11?1  Schooi'  **n  Gardens,  California 

I A  V  Allstate  Kairstyling  and  Barber  College.  Cleveland,  Ohio 

l/lili*  S  f?tr°?AS  SaficinS  Institute,  Southfield,  Michigan 

1,11  t»  National  Tractor  Trailer  School,  Blasdell,  New  Vork 

VA  I  E*?1?"^  Education  Center-Anaheia,  California 

3/8-9  Polytechnic  Institute,  Houston,  Texas 

3/15-16  Oregon  Denturist  College,  Milwaukee,  Oregon 

3/19-20  nv  Technical  inatituta  of  Hawaii,  Honolulu,  Hawaii 

3/15-16  JiSlJI  *l*Vi  ColU**  of  Barber  Styling,  Birmingham,  Alabama 

YAl  It  £lkansas  Collegs  of  Barbering  +  Hair  Design,  N .  little  Rock  AR 

729-30  r  fr  Ma"a9#  7h«raPy,  Kington,  Connecticut 

Western  culinary  institute,  Portland,  Oregon 

V/llZli  lTaV*?  Infi^itute  of  the  Pacific,  Honolulu,  Hawaii 

3/20-21  Mr    AVt  I™!1****  °f  T»chnolcW'   Independence,  Ohio 

3/29-30  u  ^  *         n  A?ndMV'  GarV         Indianapolis,  Indiana 

3/29  30  west  Texas  Barber  styling  college,  Aaarillo,  Texas 

FEBROAJRY  X990 

¥A~t  Technical  Training  center,  San  Jose,  California 

*y  P  *eadetoia  singer,  Ponce,  Puerto  Rico 

VA'l  Tulsa  Barb*r  School,  Tulsa,  Oklahoma 

2/7  8  Associated  Technical  College,  San  Diego,  California 

2/7  8  Bayaaon  Technical  College,  Bayamon,  Puerto  Rico 

?A~l  ^.  Donahue  int'l  School  of  Hairstyling,  Philadelphia,  PA 

l/ll-U  m^rTH  Jn,?1?Ut;j°f  Kair  °*Sl9n'  <>Klaho»a  City,  lk  ahoma 

14  ITT  Technical  Institute,  Aurora,  Colorado 

VAl'ln  ^  Barber/Styling  College,  Boise,  Idaho 

2/20 li?  SS£  2        Bro*dc;ast  School,  Sacramento,  California 

2/20-21  NEC-Bryaan  Campus,  Houston,  Texas 

lA'-il  ^fvi lie  Auto  Diesel  College,  Nashville,  Tennessee 

2/2-  ?5  n  4C?4egf  °f  technology,  Melbourne,  Florida 

2/22-23  »»*A1$  tC^°ll  ?f  America,  Santa  Ana,  California 

VAX  11  Roffler  Hair  Design  College,  Houston,  Texas 

if £2-21  New  Vork  school  of  Dog  Grooming,  New  Vork,  New  York 
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2/27  Nebraska  Cuatoja  Diesel  Driver  Training,  Osaha,  Nebraska 

2/27-28  Space  Howard  School  of  Broadcast,  Southfield,  Kichigan 

2/27-28  ITT  Technical  Institute,  Boise,  Idaho 

2/15-16  Potoaac  Academy  of  Heir  Design,  Manassas,  Virginia 

2/6-7  Colorado  School  of  Travel,  Lake wood,  Colorado 

JaJIVAftY  19*  Q 

1/4-5  Edison  Technical  College,  Northridge,  California 

1/9-10  Ross  Medical  Education  Center,  Roosevelt  Park,  Michigan 

l/lo-li  PJA  School,  Upper  Darby,  Pennsylvania 

1/11-12  Detroit  Institute  of  Aeronautics,  Ypeilanti,  Michigan 

1/11-12  Chauffeur' ■  Training  School,  Grand  Blanc,  Michigan 

1/11-12  Total  Technical  institute,  Norcroes,  Georgia 

1/23-24  Automotive  Transmission  school,  Hiaieeh,  Florida 

1/23-24  Career  Training  Institute,  Orlando,  Florida 

1/25  Career  Training  Institute,  Leesfourg,  Florida 

1/25-26  Roffler  Heir  Design  College,  Miami,  Florida 

1/30-31  Weldor  Training  k  Testing  Institute,  Allentown,  Pennsylvania 

1/30-31  Vocational  Training  Center  (Lindell  Blvd) ,  St.  Louis,  WO 

1/25-26  Geological  Institute  of  America,  New  York,  New  York 

1/11-12  New  School  of  Architecture,  San  Diego,  California 

1/8-0  Pacific  Coast  College,  Chula  Vista,  California 

1/18-19  Vegas  Dealing  School,  Las  Vegas,  Nevada 

DECEMBER  19** 

12/4-5  Professional  Truck  Driver  School,  Little  Rock,  Arkansas 

12/5-6  Ohio  Auto/Diesel  Technical  Institute,  Cleveland,  Ohio 

12/5-6  Hallmark  Institute  of  Technology,  San  Antonio,  Texas 

12/6-7  Missouri  Technical  School,  Bridgeton,  Missouri 

12/7-8  Lansing  Computer  institute,  Lansing,  Michigan 

12/7-8  American  Bartenders  School,  Westminster,  California 

12/11-12  Piatt  College,  Tulsa,  Oklahoma 

12/12-13  RETS  Tech  Center,  Columbus,  Ohio 

12/12-13  National  Career  Institute,  Tampa,  Florida 

12/14-15  NEC-Tampa  Technical  Institute,  Tampa,  Florida 

12/1S-19  National  Career  Academy,  Silver  Spring,  Maryland 

12/5-6  Piatt  College,  San  Diego,  California 

12/20  United  Institute  of  Technology,  Clearwater,  Florida 

12/4-5  KTA  School,  Corona „  California 

12/7-8  KY  Polytach  Institute,   Louisville,  Kentucky 

12/20-21  MfcM  Word  Processing,  Houston,  Texas 

12/19-20  Practical  Professions,  New  Orleans,  Louisiana 

12/12  Samverly  College  of  Barberstyl ists ,  Atlanta,  Georgia 
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11/2-3  Art  Institute  of  Atlanta,  Atlanta,  Georgia 

11/6  Puerto  Rico  Prof  actional  college,  Bayamon,  Puerto  Rico 

11/7-8  World  Supreae  Technical  6  Beauty  Collage,  Caguas,  Puarto  Rico 

ll/s-9  Bauder  Fashion  Collage,  Atlanta,  Georgia 

11/8-9  Inatituta  of  Audio  Research,  Haw  York,  Kaw  York 

11/9-10  Pacific  Travel  School,  Santa  Ana,  California 

11/14-15  Design  Floral  School,  Danvar,  Colorado 

11/14-15  Phoenix  Tech  and  Trade  School,  Phoenix,  Arizona 

11/14-15  Acadesy  of  Drafting,  Tampa,  Arizona 

11/16-1?  Southwest  Academy  of  Technology,  Mesa,  Arieona 

11/16-17  Automotive  Tachnical  Inatituta,  Chicago,  Illinois 

11/16-1?  ABC  welding  School,  Phoanix,  Arizona 

11/27-2S  Lincoln  Tachnical  Inatituta,  Pennsauken,  New  Jersey 

11/27-26  Inatituta  of  Computer  Tachnology,  Loa  Angelas,  California 

il/2fl  Allatata  Tractor  Trailar  School,  Bridgeport,  Connacticut 

11/30  Connacticut  Acadaay,  &,  Norvelk,  connacticut 

11/6-7  storey  a  School  of  Taxidermy,  Spencer,  Louisiana 

H/6  Profaaaional  Truck-Drivar  Training  School,  Chicago,  Illinois 

11/20-21  Lincoln  Tachnical  Inatituta,  Capital  Hsights,  Maryland 

11/13-14  Leone  School  of  Tachnolc^ry,  Buffalo,  Naw  York 

11/30-15/1  Mangum's  Barber  and  Hairstyling  Collega,  Rock  Kill,  s.  Carolina 


10/5-6 

10/12-13 

10/16-17 

10/17-16 

10/17-18 

10/18-19 

10/19-20 

10/19-20 

10/19-20 

10/23-24 

10/23-24 

10/24-25 

10/25 

10/30-31 

10/26 

10/3-4 

10/16-17 

10/18-19 

10/23-24 

10/25 

10/26 

10/13 


OCTOBER  l»*f 

Nashville  Collage,  Nashville,  Tennessee 

Computer  Learning  Network,  Camp  Hill,  Pennsylvania 

Western  Junior  College,  Spokane,  Washington 

Consolidated  Walding  school,  Lynwood,  California 

Cheyenne  Aero  Tech,  Cheyenne,  Wyoming 

Commercial  Training  services,  Portland,  Oregon 

Federico  college,  Fresno,  California 

Denver  Institute  of  Technology,  Denver,  Colorado 

Commercial  Training  Services,  Des  Koines,  Washington 

Hawaii  Institute  of  Hair  Design,  Honolulu,  Hawaii 

ABC  Tech  (El  cajon  Boulevard),  san  Diego,  California 

Boulder  School  of  Massage  Therapy,  Boulder,  Colorado 

ABC  Tech  (Broadway),  San  Diego,  California 

PTC  Career  institute  (N.  2d  Street),  Philadelphia,  pa 

ABC  Tech  (Mission  Gorge),  san  Diego,  California 

Andover  Tractor  Trailer  school,  Kethuen,  Massachusetts 

Travel  Careers,  Cincinnati,  Ohio 

Travel  Training  Center,  Dearborn,  Michigan 

Louisiana  Bartenders  School,  Kenner,  Louisiana 

Louisiana  Bartenders  School,  Baton  Rouge,  Louisiana 

Louisiana  Bartenders  School,  New  Orleans,  Louisiana 

winston-salem  Barber  School,  winston-Salem,  North  Carolina 
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9/11  Video  Technical  institute,  Farmer*  Branch,  Texas 

9/12  Video  Technical  Institute,  Irving  Texas 

9/12-13  Art  institute  of  Philadelphia,  PhiladelrMa.  Pennsylvania 

9/13  Vidao  Technical  Institute,  Houston,  Texas 

9/14-15  Climate  Control  Institute,  Tulsa,  Oklahoma 

9/19-20  Colorado  School  of  Dog  Grooming,  Lekevood,  Colorado 

9/15-20  Apex  Technical  school,  Oakland  Park,  Florida 

9/21-22  Colorado  School  of  Trades,  Lakwood,  Colorado 

9/14-15  Baltimore  International  Culinary  College,  Baltimore,  HD 

9/26-27  Capri  Cosmetology  college,  Dubuque,  lows 

9/26-2?  Apex  Technical  school,  New  York,  New  York 

9/26-2?  B&uder  Faahion  College,  Arlington,  Texas 

9/26-27  Belleville  Barber  College,  Belleville,  Illinois 

9/28-29  French  Culinary  Institute,  New  York,  New  York 

9/28-29  Electronic  Learning  Center,  Santa  Ana,  California 

9/18-19  California  Institute  of  Lockeaithing,  Van  Nuya,  California 

9/14-15  Florida  Xnetitute  of  Message  Therapy,  Sunrise,  Florida 

9/11  KTA  School,  Columbus,  C*hio 

9/12  MTA  School,  Cincinnati,  Ohio 


AC00BT  19*9 

8/1-2  PSi  institute,  Flint,  Michigan 

B/l-2  Mid  American  Training  Centar  (ProDrive) ,  Newark,  Ohio 

8/1-2  Trans  World  Travel  Academy,  St.  Louis,  Missouri 

8/3  Trans  world  Travel  Academy,  Kansas  City,  Missouri 

8/3-4  Ross  Medical  Education  Cantar,  Chicago,  Illinois 

8/3-4  Barclay  Career  School,  Baltimore.  Maryland 

8/3*4  Hoffler  Hair  Design  College  (Golden  Triangle),  Dallas,  TX 

8/7-8  Trans  World  Travel  Academy,  Los  Angeles,  California 

8/8-9  Charlotte  Diesel  Drivsr  school,  Newberry,  South  Carolina 

8/8-9  American  Bartenders  School,  Hauppauge,  New  York 

8/10-11  Vocational  Training  Canter  (forest  Park),  St.  Louis,  MO 

8/15-16  Dawn  Aeronautic*,  New  Castle,  Delaware 

8/17-18  Kalix  Trade  School,  Philadelphia,  Pennsylvania 

8/17-18  Pennsylvania  Institute  of  Culinary  Arts,  Pittsburgh,  PA 

8/17-18  Career  One  Training  center*  Tucson,  Arizona 

8/23-24  Roffler  Academy  for  Hairstylists,  Hartford,  Connecticut 

8/23-24  Terape  Technical  Institute,  Phoenix,  Arizona 

8/24*25  Cleveland  Institute  of  Technology,  Pittsburgh,  Pennsylvania 

8/25  Roffler  Academy  for  Hairstylists,  Cheshire,  Connecticut 

8/2S  Tempe  Technical  Institute,  Tempe,  Arizona 

8/ 15- 16  American  Trades  Institute,  Dallas,  Texas 
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Y/IJ,  D4t?  proc«s»in9  Institute,  Vyomissing,  Pennsylvania 

V6-7  Apex  Technical  School,  Chamblee,  Georgia  "^Y^ania 

Ohio  Traval  School,  Cincinnati,  Ohio 
VAl  \\  Truck  School,  Oxnard,  California 

7/10-X1  Mundus  Institute,  Phoenix,  Arizona 

7/12  HurKlua  institute.  Mesa,  Arizona 
VA\Z\l  E1  Se?undo,  California 

?/l«  r^?r«inn^tUra  ™»"Py,  Oviedo,  Florida 

7/ifl.«  SS*  SJ  °fta  *nfititut«>  Riveiside,  California 

?/J2  J*  S578  EI*ctronic  Institute,  Houston,  Texas 
v\t\l  T  ?  C^!^f  K*ir  Fori  Ky.rs,  Florida 

7/2C-21  lp?i  ;  I!  Cr"n»^ro,  North  Carolina 

?/*n  21  ST?  !  Ha^ri*^«*gr  Pannsylvania 

V2*~fs  SfJt1"?1^1*'  5ha^ott*'  ^rth  Carolina 

7/24-25  ^?^EdUCa4°?  Cantfir'   Fort  Worth< 

I'll  11  ?!5Clay  c?rMr  School,  Washington,  DC 

7/27  Js  iII^rJphJC  Art*  Institute,  Dallas,  Texas 

7/3-  «  MTA  School,  colore*  City,  Colorado 

7/14  Njih  AcadtBy  of  Aniaal  Arts,  Lexington,  Kentucky 

YAU  ^venport  B«rber  Collage,  Davenport,  Iowa  * 
lAl-u  »#HCOpt*rB'  v*ncouv*r,  Wa.hington 

lAl-U  ^tU^Ssh°?X'  ^*  Ai>9el*s,  California  ' 

22  ?h    S?h°°u  Pf  Vooat^nal  4  Technical  Training    LA  OA 

V20-21  southwest  school  of  Health  Career.,  Kenner,  Louisiana 
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UNITED  STATES  SIN ATE 
CCMMXTTES  ON  OOVKRNKENTJa  AFFAIRS 
PERMANENT  SUBCOMMITTEE  OH  IHVESTIOATXOHS 

Rearing  on  September  12,  13,  1990 
Statement 

by 

Samuel  L.  Ferguson 
Executive  Director 
State  Board  of  independent  Poatseeondary  Vocational, 
Technical,  Trad*  and  Business  Schools 
Florida  Department  of  Education 

Mr.  Chairman,  and  members  of  the  Subcommittee ,  I  am  pleased  to 
accept  chairman  Nunn's  invitation  to  submit  thia  statement  for 
tha  record.  I  will  address  Floridafe  experiences  with  the 
operation  of  the  Federal  atudent  financial  aid  programs  from  the 
perspective  of  the  atata's  agency  for  licensing  proprietary 
vocational  sehoole.  In  particular  my  remark a  will  focus  on  the 
relationships  that  accreditation,  and  the  Federal 
eligibility /certif ication  functions  have  with  school  licensure, 
x  would  first  like  to  explain  the  composite  of  tha  State  Board* 

The  Department  of  Education  has  established  a  State  Board  of 
Independent  Postsecondary  Vocational,  Technical,  Trade  and 
Business  Schools.  The  Board  independently  exercises  the  other 
powers,  duties,  and  functions  prescribed  by  law  in  the  regulation 
of  independent  posteccondary  career  echools.  The  board  includes 
nine  members,  appointed  by  the  Governor  as  follows: 

(a)  One  fro*  a  busineaa  school; 

(b)  One  from  a  technical  school; 

(c)  One  from  a  home  study  school ? 

(d)  One  fro*  a  nonpublic  school; 

(e)  Four  froit  business  and  industry #  and 

it)  An  administrator  of  vocational-technical  education  from  a 
public  school  district  or  community  college 

Each  member  is  appointed  by  tha  Governor  for  a  term  of  3  years, 
subject  to  confirmation  by  the  Senate*  Of  the  appointive  members 
from  the  independent  schools,  each  must  have  occupied  executive 
or  managerial  positions  in  an  independent  school  in  Florida  for 
at  least  S  years.    All  members  auet  be  residenta  of  Florida.  In 
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the  event  of  a  vacancy  on  the  board  caused  by  other  than  the 
expiration  of  a  term,  the  Governor  appoints  a  successor  to  serve 
the  unexpired  term.  The  board  seats  every  two  months  and  the 
Board  members  are  only  reimbursed  for  travel  subsistence  expenses 
as  provided  by  law  while  performing  their  duties.  Each  board 
member  is  accountable  to  the  Governor  for  the  proper  performance 
of  the  duties  of  the  office*  The  Governor  causes  to  be 
investigated  any  complaint  or  unfavorable  report  received 
concerning  an  action  of  the  board  or  any  member  and  takes 
appropriate  action  thereon.  The  Governor  »ay  remove  from  office 
any  member  for  malfeasance,  misfeasance,  neglect  of  duty, 
incompetence,  permanent  inability  to  perform  official  duties,  or 
pleading  guilty  or  nolo  contendere  to  or  being  found  guilty  of  a 
criminal  offense. 

1  have  read  the  statement  made  by  Dr.  Janie  Smith,  Director  of 
Non-public  PostSecondary  Education,  Georgia  Department  of 
Education.  Florida  mirrors  Georgia  in  several  important  areas 
such  as  budget  and  staffing,  fragmentation  of  oversight, 
exemptions  and  strength  of  standards.  While  Florida  had  a  major 
siatutory  revision  that  became  effective  October,  1*89,  it  may 
not  have  gone  far  enough.  One  example,  even  after  the 
substantial  statutory  revision,  we  are  unable  to  prevent  a  school 
from  stretching  a  300  clock  hour  program  to  1800  clock  hours  for 
no  apparent  reason  other  than  financial  aid. 

Of  the  more  than  500  currently  licensed  schools  in  Florida 
probably  50  or  less  have  problems  that  would  place  them  out  of 
compliance  with  federal  and/or  state  statutes  and  rules  .  These 
schools  exist  primarily  through  dependence  on  Title  IV  funding 
and  are  most  likely  in  difficulty  because  of  Title  IV  funding. 

The  reliance  on  accreditation  in  determining  which  institutions 
are  eligible  for  Title  IV  funding  ha*  not  and  probably  will  not 
work.  As  you  know,  in  the  early  1900'*  when  accreditation  was 
conceived,  it  was  to  serve  as  a  measure  of  academic  excellence. 
The  use  of  accreditation  as  the  Criterion  of  Title  IV  eligibility 
has  changed  the  primary  reason  institutions  apply  for 
accreditation.  One  result  of  the  pressures  this  has  placed  on 
accrediting  organization*  is  that  any  licensing  agency  can  no 
longer  rely  on  accreditation  as  an  indicator  of  what  to  expect 
from  a  school.  Problem  schools  are  as  likely  to  be  accredited  as 
not.  In  fact  the  present  indicator  of  which  school's  may  be 
problems  is  the  extent  to  which  the  school  depends  on  financial 
aid  in  order  to  operate. 

As  part  or  this  statement  I  would  appreciate  you  allowing  roe  to 
include  several  letters.  The  first  to  the  U.S.  Department  of 
Education.  As  you  can  see  from  my  a  espondence,  I  feel  that  in 
order  for  this  Board  to  have  any  impact  federal  assistance  and 
cooperation  is  required.  A  procedure  for  this  type  of  assistance 
oan  be  seen  in  the  Veteran  Administrations  experience  where 
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federal  funds  are  given  to  the  state  for  approval  and  compliance 
visits*  These  visits  are  made  using  both  state  and  federal 
criteria  in  determining  a  school's  eligibility  to  participate  in 
these  programs.  The  other  two  letters  deal  with  accreditation 
and  are  self  explanatory?  X  will  not  dwell  on  these  letters.  The 
point  is,  while  accreditation  plays  no  role  in  licensing,  it 
certainly  has  an  impact  on  the  process. 

One  last  document  I  would  request  you  review  involves  a  court 
order  directing  an  accrediting  commission  to  "provisionally 
accredit"  an  institution  and  furnish  that  institution  with  all 
necessary  documents  that  would  alio*  them  to  receive  Title  IV 
funding*  I  see  not  one  iota  of  concern  for  quality  of  education 
or  academic  excellence.  The  order  contains  nothing  to  insure 
protection  of  the  student  nor  do*«  it  acknowledge  the  fact  that 
the  student  will  be  liable  for  any  loans  given  at  the  school.  My 
question  would  be»  "will  this  same  court  forgive  the  student  loan 
should  this  institution  not  deliver  the  education  putting  the 
student  into  default?". 

The  State  and  Federal  governments  have  abrogated  their 
responsibility  to  the  Student  Financial  Aid  Program.  They  have 
not  taken  the  lead  in  assuring  student  aid  is  being  properly 
used.  Student  aid  programs  have  relied  on  accreditation  to  be 
the  benchmark  for  eligibility.  By  now  it  should  be  apparent  to 
•11  this  method  does  not  always  work.  The  problems  incurred  by 
HEAF  must  be  viewed  as  the  harbinger  of  things  to  come. 

I  think  it  is  extremely  important  that  you  also  understand  the 
lobbying  effort  associated  rith  this  matter.  My  own  experience 
has  ranged  from  one  school  owner  purportedly  spending  $7$, 000,  in 
a  two  day  period  to  block  new  legislation  *  to  being  offered  a 
free  Caribbean  cruise  for  a  "little  help*.  I  use  these  two 
examples  merely  to  point  up  the  fact  that  what  occurs  on  the 
national  level  also  occurs  locally. 

If  we  are  to  make  a  difference  a  re-evaluation  of  priorities  is 
neceesary.  For  whatever  reason  the  concept  of  the  old  triad  of 
state*  federal  and  accrediting  agency  has  not  worked  and  some 
change  is  necessary.  Perhaps  a  new  triad  of  Guarantor,  Federal 
Government  and  State  agencies  are  needed*  Whatever  the  past 
been  it  cannot  continue*  Some  substantial  changes  are  necessary 
to  protect  both  the  student  and  the  honest  school. 

I  appreciate  the  opportunity  you  have  given  me.  If  anything,  I 
have  shared  hes  been  of  assistance  to  this  committee  then  my  time 
was  well  used*  I  look  forward  to  helping  you  ensure  that 
educational  opportunities  are  made  available  to  those  who  most 
need  them. 

I  must  also  add,  X  have  yet  to  visit  the  Caribbean. 
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IN  THE  CIRCUIT  COURT  OF  THE  11TH  JUDICIAL  CIRCUIT 
IN  AND  FQJ*  DADE  COUNTY,  FLORIDA 


GENERAL  JURISDICTION  DIVISION 
CASE  NO.  90-30106  CA  27 


RECEIVED 


ADVANCED  TECHNOLOGY  XWWTOT1,  ^  _ 

CORP.  d/b/e  TBt  BUSINESS  AND  fcUG  2  Q  1990 

CONSTRUCTION  ACADEMY.  FELIX 

LZKA,  individually,  and  .4aHc  a  tAYLER 

RANDOLPH  FEIN,  individual ly#  SA^no 

Plaintiffs, 

vt. 

ACCREDITING  COUNCIL  FOR 
CONTINUING  EDUCATION  AND 
TRAINING,  a  Virginia  non-profit 
corporation,  at  al., 

Defendants. 

 / 


ORDER  0 RANT X HG  PLAINTIFF'S  EKE K 02 NCI 
MOTION  FOR  INJUNCTIVE  RELIEF 

THIS  CAUSE  having  coma  en  to  ba  heard  on  July  2,  1990,  on 
Plaintiff  a  E&ergency  Motion  for  Injunctive  Relief  and  tha  court 
having  heard  argument*  of  counsel,  having  reviewed  tha  memorandums 
of  law  submitted  by  July  9,  1990  by  tha  partiaa  in  support  and  in 
opposition  to  tha  notion,  and  baing  otherwise  fully  advised  in  tha 
premieae,  it  ia  haraupon, 

ORDERED  AND  ADJUDGED  that  said  motion  ba  and  tha  eame  ia 
haraby  granted*  Dafendant,  Accrediting  Counaai  for  Continuing 
Education  and  Training  (ACCETJ  shall  grant  proviaional 
accreditation  to  tha  Plaintiff,  Advanced  Technology  Institute, 
Corp,  d/b/a  Tha  Euainess  and  Construction  Academy  [ECA}  forthwith. 
ACCET  shall  provide  appropriate  latter  of  accreditation  to  enable 
BCA  to  qualify  for  participation  in  Title  IV  funds  of  tha  U.S. 
Dspartmant  of  Education.  Tha  affective  data  of  this  ordar  viil  ba 
July  12,  1990, 
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C*9«  tio.  90-30106  CA  27 
Pft?6  No.  2 


DONS  AND  ORDERED  in  ch*mbar»  At  Kiami,  P*d*  County,  Florid* 

S.  PETtn  CAPUA 


Circuit  Court  Judg« 

Copies  Furnithtd  tot 
Coun»«l  of  Rtootd 
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Accsssmw  cowck.  w  c^mtmo  coucaton  4  truing 

&0C  lis!  Mtm  Strctt  •  SvvYt  1*35  ♦  fectunotf  V*Q«tf*  H2i9 


August  23,  1990 


Mr.  fftlix  Li** 

The  Butln«tt  and  Construction 

Acad**y,  inc. 
8230  tf*at  Flagler  Strssc 
Miami,  florid*  33144 

Dear  Mr.  Limai 

In  accordance  vith  the  order  issued  by  the  Circuit 
Court  of  the  11th  judicial  circuit  in  and  for  Dade  County, 
Florida,  ACCST  ha*  been  coapelisd  to  grant  provisional 
accreditation,  effective  juiv  12,  1990,  to  Advanced  Technology 
Institute  d/b/a  The  Business  and  Construction  Academy,  inc. 
ACCCT  received  a  copy  of  the  "Order  Granting  Plaintiff's 
emergency  Motion  for  Injunctive  Relief*  (Case  Ho.  90-30106  CAT) 
on  August  20,  1990*  ' 

Notice  of  this  action  to  the  appropriate  federal  and 

!™K!9*ft?ff  11  **in?  *Y  c*Py  oi  this  letter, 

together  vith  a  copy  of  the  court' a  order. 

Provisional  accreditation  status  can  be  in  effect  'for 
2U5f#J??*>?^  tP  *xc!#d  *i3e  (6>  Donth*'  sublect  to  ratification, 
^i»i^t^ni^LrJl*ctton  ft  Accrediting  Commission- 

pursuant  to  ACCET  Document  22  -  Chance  of  Ownerahie  control 

its  meeting  on  November  30-Deeemjber  X,  1990. 


*****  J0 


*^rx*  uv*Kt  »«*#n»T 


*t<  t*C 

U*fi 


W»  UfflW  ft  *****  tx 
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August  23,  1990 
Mr.  FtUx  XiJUa* 
Pagt  2 


1CA  smst  subnlt  a  coapiata  tat  of  ail  docuwnt*  and 
suppla»#ntal  information  listM  on  p*9#  5  of  DocuMnt  22  and  not 
previously  submitted,  no  iatar  than  saptsabar  S,  1990.  A 
follow-up  visit  will  ba  schadulad  shortly  theraaftar,  About 
which  you  will  ba  notified. 


cot    Lois  Mocr»,  USDOE  (w/anel.J 

SdbuiI  L.  Fsrguson,  riorida  DOE  (w/ancl.) 
Carol  S.  Rabanhorst,  Isq.,  Sachs  &  Taylsr 


AtXET  is  *  ftitioiu!  Kwedrtioj  igwey  lilted  by  the  IL&  Secretary  of  Education. 
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FLORIDA  DEPARTMENT  OF  EDUCATION 
Betty  Castor 


MEMORANDUM 


TO: 
FROM; 

SUBJECTS 
DATE: 


Mr*  James  B.  Thomas,  Inspector  General 

Samuel  L.  Ferguson,  £xecuWp^?rcctor T  State  Board  of 
independent  Postsecondery  vocational,  Technical,  Trade 
and  Business  Schools 

Petitions  to  Monitor  Title  IV  Federal  Financial  Aid 
Programs 

February  22,  1990 


In  reference  to  our  conversation  on  Thureday,  February  22, 
concerning;  positions  to  be  used  exclusively  to  monitor  non-public 
institutions  participating  in  Title  IV  Ftderal  Financial  Aid 
programs. 


It    is  ray  understanding    that   administrative   money    is  available 


,  . .  _  ,    ..—.4  proprietary  .p^„ww.^, 

it  there  is  more  than  one  guarantor  involved,  the  reviewer  looks 
their    particular    agency's    guaranteed    loans.  An 
additional  consideration   is   that   the  vast  majority  of  program 

w*<f?!L*lt  °A"y  d0in*  £or  the  7°*  Ten*  ustrs  of  *  Guarantor.  By 
limiting  these  reviews  to  the  "Top  Ten*  institutions,  non-public 
proprietary  institutions  are  given  little,  if  any,  acrutiny. 

I  recommend  funding  several  poaitions  which  will  perform  program 

fia(\in9  them  *ithin  the  *tafet  Sensing  authority. 
Ln*ivL*»*l*     could     look     at     programs     in  non-public 

re 

?se 

iry 

Schools. 


Tallahassee.  Florida  32399 
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Mr.  James  9,  Thomos 


1)  Ease  of  access  to  tht  Board' ft  database  and  the 
availability  of  currant  school  Silt*  and  records. 

2}  The  proximity  to  our  existing  pro***®  specialists  will 
lead  to  enhanced  communication  pertaining  to  the  special 
nteds  of  non-public  schools  and  will  foster  Close  working 
relationahipa  with  Soard  staff  in  tht  presentation  of 
necessary  investigative  rtports  and  program  reviews. 
Information  and  assistance  could  Also  be  provided  to 
current  or  subsequent  investigations  by  the  Office  of  the 
Inspector  General. 

3)  These  positions  will  also  assist  in  the  collection  and 
presentation  of  information  concerning  federal  student 
loan  programs,  as  well  **  the  institution's  management  of 
applicable  TZlt  grants  and  campus  based  funds. 

In  considering  Florida  for  such  an  aggressive  and  comprehensive 
program,  X  offer  the  following; 

riorida  ranks  4th  of  all  the  states  in  population  and 
$  of  the  11  fastest  growing  areas  in  the  United 
states  are  in  Florida* 

There  are  over  650  licensed  independent  postsecondary 
Schools  in  Florida? 

One  third  of  Florida's  total  school  population  is 
disadvantaged  and  thus  qualifies  for  supplemental  aid 
programs; 

Florida  has  legislation  (K3  1502)  that  allows  a 
"cease  and  desist*  order  prohibiting  schools  from 
enrolling  students  and  accepting  funds  when  probable 
cause  is  found t  and 

Supplementing  the  current  staff  with  financial  aid 
••specialists*  would  give  the  toard  the  necessary 
manpower  to  enforce  this  new  legislation. 

What  is  needed,  is  the  ability  to  evaluate  an  institution  in  its 
entirety.  Given  the  historical  .direction  and  nature  of 
accrediting  commissions,  it  would  seem  improbable  that  they  could 
accomplish  such  a  comprehensive  review.  What  may  be  possible  is 
a  combined  effort  by  Federal  and  State  agencies*  The  ideal 
scenario  would  be  the  review  of  an  institution  by  the  state 
licensing  board,  the  accrediting  cohesion  and  the  Office  of  the 
inspector  General* 
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#J^<  ueen  ou*  **P*ri«nct  that  the  most  efficient  .and  effective 
policy  has  been  to  work  with  tht  U.S.  Department  of  Education, 
sogion  IV,  to  obtain  information.  There  are  still  considerable 
?i™«fwo?f?u,t  our  *«?u*ces  are  limited  and  Region  xv* 
.••ponsibiUties  are  nptt^d  across  several  states.  As  evidenced 
by  the  current  situation,  unless  we  attempt  to  solve  those 
problems  now  it  may  be  too  late  to  address  them  in  the  future. 
Again,  thank  you  for  your  support  and  consideration, 

li2?*:2  fnJ?ci*U  y0.ur  review  this  proposal,  and  I  would  be 
pleased  to  discuss  this  with  you. 


4G 
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FLORIDA  DEPARTMENT  OF  EDUCATION 
Betty  Castor 


Commiisioncr  of  Education 


')r.  Gloria  Chernay 

council  on  Fostsecondary  Accreditation 
On*  Dupont  Circle,  tf.w.,  Suite  305 
Washington,  D.C.  20d36 


:>e&r  Dr.  Cheranyr 

.•'■.■f'/rincc    is   ^ade    to    th*    COTCissiOn    on    Occujxt  vona  1    S  ivicli 
.  r.tr.ltJtions   (C0!:S)   of  the   Sojth'irn    \$soci^Aon  gf  Colloyos  in* 
.Schocls  £5^*CS)  five-year  review  fyr  renew&i  of  recognition  by  t.i-> 
^oir.cil  on  Pcstsocondary  Accreditation  (COPA). 

"*hc  intent  of  this  correspondence  is  to  inform  COFA  of  sever*: 
concerns  the  Florida  State  Board  of  independent,  ^ostjucon.iut / 
voe&tional,  Technical,  Trade  and  Business  Schools  ha*  with  SACS- 
COEZ  a*  it  relates  to  your  provision  anO  procedure*  for 
recognition.     The  specific  concerns  nre  a  5  follow^: 

*  This  Board  has  little  evidence  that  COLX  accreditation 
has  protected  the  interests  of  students  in  some  schools  by 
Allowing  thf*so  schools  to  obtain  naniidacy  anU  AC*rrtr.Jit3:  :r»r> 
with  apparent  lack  of  oversight  by  the  Commission. 
Currently  millions  of  dollars  are  in  default  and  unwitting 
students  are  subject  to  cnor'nowa  loans  they  will  nev*r  be 
ibl*  to  repay  after  attending  cot'l  member  institutions. 

*  This  Board  has  rarely  been  requested  to  subnit  materia! s 
or  infornation  prior  to  the  granting  of  candidacy  or 
accreditition  by  COEI.  Only  when  problems  surface  at  one  of 
the  schools  involved  with  COEX,  have  we  been  contacted  for 
ir*£crnation.  Secmt  ly  in  Florida  COEI  acquire-.:  a^vr*! 
institutions  other  accrediting  agencies  would  not  eousilvr 
or  were  about  to  take  negative  action. 

*  we  are  unclear  as  to  what  information  pertaining  to  ar* 
institution  or  program  CQEI  will  resarv*  or  K*<?p 
confidential  and  what  information  it  will  na>:e  public.  All 
legitimate  accrediting  agencies  have  worH«c3  diligently  w;.th 
this  i*o*r'J  regarding  institutional  accreditation;  COEX  h.-tf. 
not . 
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♦  .iu  have  fa.wiil  lif.lr  vvido:u*.>?  th.it  C'*CI  s^r-^ti  v.-ly 
corrects  nu*:**-tiny  statements  about  the  aucrviitat ion 
StutuS  ©f  «n  .ic;r*it;  ».«>)  or  can'ivi&te  ir.sti*  jt  *on  or 
pr^ra?.  In  Klc^i-la.  sov^nl  L'')tJ T  rwnher  ;  nst  t  fit  i*r.-i  -••re 
p«rpu>;tin<3  -o  nff*?r  'iteyree1'  prov*'1'"*  o-'pv.*vd  to 
vocational  offerings.  There  have  been  instances  where  thest? 
schools  hsve  indicated  tne  transfer  of  cr*<Ut  would  b* 
available  co  other  school s ♦  Though  these  statenente  were 
5jl1*c »  COtr  ntiiif  no  attempt  to  have  sehoo!  s  correct  this 
misrepresentation. 

*  This  Boarri  ha*  never  b*en  malted  to  fat'^nu  at  an 
vfcfi;rver  or  participate  to  any  ^ccre-iiting  "tsit  nr.*  thus 
has  never  had  the  opportunity  to  participate  i">  disouci^onr. 
Murine  t';«e  on-Sit^  visits. 

-all  accounts  :  t  wc,;:i  uppcar  CCEI  nan  'lone  ft  i^ss  than 
5rt tisfactory  job  in  representing  to  students*  employer*,  state 
^r,:5  federal  aganci*s  any  assurances  about  the  accreditation 
$*.  ♦  »js  of  institutions  or  that  sor^e  measure  o."  quMuty  cinu 
accountability  is  present.  The  vast  majority  of  private  C0£X 
.7/*mber  institutions  in  riorida  have  presented  great  concern  for 
•;i.r  Bonr'J. 

A  sample  of  schools  accredited  by  SACS-CCEJ  that  h*ve  ciosuO 
under  less  than  honorable  circumstances  are: 

Vnitc!  Business  Institute  P  locations) 
United  College  (12  locations) 
Mltissina  &**uty  Institute  (ft  locations) 
*..ilfre*i  Academy 

Vir91.ua  Schools;  Business  and  Word  Processing  Division 
South  Florida  Vo*Teeh  Csntur 

V!rM  tionally,  SACS-CO£X  has  several  candidate  end  accredited 
members  that  have  been  and  continue  to  be  given  close  scrutiny  by 
t\i».  lo^r^.  Severs!  schools  rejected  by  othor  acoreil  \  1 1  nn 
com  is  s  ions    have  been  accepted  for  membership  by  SAcs-CQ£i. 

comments  are  not  intended  to  cause  SACS-COET  any  undue 
n'tr'tshif*-  They  are  intended  to  acknowledge  shortcomings  in  the 
process  of  accreditation  as  we  preceive  then.  I  woulil  be 
ovnileblc  to  answer  any  questions  you  may  have  regarding  this 
ratter.  I  also  request  that  this  office  be  informed  of  the 
r*»-ults  of  COLi's  renewal. 

%\  n*^rt*l  y , 


:  *  > 
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FLORIDA  DEPARTMENT  OF  EDUCATION 
Betty  Castor 

CommtsHoncr  of  Education 


March  20,  1990 


Ms.  Maria  Users 
Program  Manager 

National  Accrediting  Commission  of  Cosmetology 

Arts  4  Sciences 
S^ite  710 

1333  H  Street  Northwest 
Washington,  d,C.  20003 

Dear  Ms.  Users: 

Reference  is  made  to  our  telephone  conversation  of  March  15, 
1990,  regarding  the  pro  rata  refund  the  Florida  State  Board  of 
Independent  Postsecondery  vocations!,  Technical,  Trade  and 
Qjsineae  Schools  is  requiring  of  schools  accredited  by  your 
agency.  t  am  enclosing*  for  your  information,  the  February  12, 
1990  letter,  as  well  as  Ms*  Cetaldo's  response. 

As  X  explained  during  our  telephone  conversation,  accreditation 
plays  no  significant  role  in  the  licensure  process  of  Florida 
institutions*  1  am  aware  there  are  some  States  that  permit 
Institutions  to  be  exempt  from  licensure  by  virtue  of 
accreditation;  Florida  does  not.  X  would  add  that  NACCAS's 
established  refund  policy  is  only  one  of  two  accrediting  agency 
refund  policies  that  is  not  accepted  by  the  Board.  Enclosed  is  a 
memorandum  from  one  of  the  Program  Specialists  outlining  his 
findings.  if  we  have  correctly  interpreted  your  refund  policy 
(which  X  might  add,  is  very  difficult  to  fathoa) ,  a  student  could 
pay  as  much  aa  $1,363.  SO  for  30.25  clock  hours  in  a  605  clock 
hoar  program  at  a  $4,5*5.00  tuition* 


ity, 


Tallahassee,  f  lorid*  32399 
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M*.  Harm  user* 


X  have  attempted  to  familiarise  myself  with  your  eccredited 
schools  in  Florida  end  I  was  immediately  struck  by  the  fact  that 
your  commission  accredited  Robert  rience,  tfltissima  and  Wilfred. 
0n«  other  accrediting  agency  involved  with  several  of  these 
schools  has  worked  vary  diligently  with  this  Board  to  rectify 
problem*  *t  the  Institution*.  Your  agency  has  not,  to  my 
knowledge,  *ver  contacted  ue  reg^ding  these  institutions, 

\  understand  an  accrediting  commission  is  under  no  obligation  to 
furnish  licensing  agencies  with  information  regarding  an 
accredited  institution.  x  am  *i*o  aware  there  is  an  issue  of 
confidentiality  between  the  institution  and  the  commission.  It 
'Iocs,  however,  seem  to  be  an  anomaly  that  a  nationally  recognised 
accrediting  agency  under  the  provision  of  34CFJ*  €05,  can  have 
thoir  members  participate  in  Title  IV  programs,  but  yet  not 
furnish  governmental  agencies  information  on  these  same 
schools.  Hopefully  Congress  will  correct  some  of  these 
deficiencies  in  upcoming  re-author iiation  legislation, 

:  certainly  hope  your  commission  and  this  licensing  agency  will 
sc  able  to  have  a  mutually  beneficial  future  relationship,  if  x 
can  be  of  any  assistance,  please  let  ae  know. 

Sincerely , 


J&muel  L,  fergulTon 
Executive  Director 


SLF » iw 


t!«k!!1  i independent  Postsecondary  Vocational, 
2f22 *£* \*  7rtd#  *n<*  »«**«ess  Schools 

Tmll?hZaaS!lnS?  *Hftt'   209  C°nini  »tt'#t 

Taiiahaasee,  Florida  32599 
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Ste&a&ke  to  tie         senate  **r»e»ent  iuboweittee  en  Xweetigatiene, 
Thursday,  fepteaber  1>»  XMO 
or,  John  C.  JUwestb*  l^ol  tveiuatisR  fpeeialiet 
Illinois  lUti  leera  of  Education 


Severe!  year*  090  X  invited  th*  director  end  an  **ai*tant  director  of 
*  bueineaa  school  in  Chicago  to  visit  sty  Springfield  office.  The 
school,  e  branch  of  en  out-of-state  echool  end  one  of  e  chain,  had 
baen  operating  in  Illinois  for  little  more  than  e  yeer  end  ona-half. 
Already  it  had  enrolled  aore  than  1,500  studante.    Kow  many  students, 
I  asked,  had  secured  employment  ae  a  reeult  of  their  training  and  the 
school's  pleoaaent  effort*?    The  director  paused  for  a  »o»ent  end  said 
he  guessed  tan*    Hie  aaaietant  ehook  hie  heed  and  said,  *No,  in  fact, 
seven  had  been  placad.*    Saverel  sonth*  later,  eftar  having  enrolled 
alnost  2,0Q0  students  in  our  state,  the  school '*  corporation  vent 
under  eftar  lose  of  national  accreditetion.    The  school 'e  students 
were  loOced  out.    Today,  sore  then  thrae  year*  leter,  the  Illinois 
State  Board  of  Education  holds  two  surety  bonds,  aach  for  $100, 000, 
from  which  no  money  has  yet  been  paid*    Payment  My  never  be  possible* 
In  this  extreme  ceee,  illuetreting  eose  of  the  serious  problsms  in  tha 
proprietary  school  industry  in  racant  years,  very  probably  »ost  of  the 
school's  fonaer  student*  ere  in  worse  financial  condition  tben  when 
they  begen  training.    Few  »ay  be  repaying  their  loans. 
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Had  va  dona  aoaathiitg  wrong  whan  wa  f  irat  approved  tha  achool  to 
oparata  In  xilinoia?    X'va  aafcad  thia  guaation  many  tiaaa.    On  papar, 
at  iaa*t,  tha  achool  had  aatiafiad  ail  raquiraaanta  for  approval*  All 
of  its  faculty  aat  a  tat*  raguiraaantai  aquipaant  vaa  in  piaca;  tha 
aita  bad  baan  oartifiad  aa  aafa;  contract*  and  r a  fund  policiaa  a«t 
atata  atandardai  *d.  -rtiaing  copy  vaa  aecaptabla.    Bvan  tha  achool 'a 
financial  raport  gav*  no  hint  of  ocrporata  diff ioultiaa.    still,  whan 
va  iaarad  tha  aohooi'a  cartificata— and  va  had  no  lagal  ground*  not  to 
do  ao— v*  auapactad  thar*  would  ba  problam»  ahaad.    Zta  adalaaiona 
policiaa,  whila  tachnically  Mating  atata  raquiraaanta,  vara  naxt  to 
worthlaa*.    Xarfcatingr  vaa  aggvaaaiva,    Targatad  in  ita  aaiaa 
preaotiona  vara  diaadvanta^ad  innar-city  youth,    km  bmmt  wa  can  tall 
fro*  tha  raoorda,  all  vara  aligibi*  for  aaxisua  financial  aid. 

1  truly  ragrat  that  v*  iaauad  that  achool  cartifict.ta.    But  X'a  waking 
no  axcuaaa.    claaxly,  tha  xilinoia  lav  vaa  not  draftad  to  an«ura 
quality  aducation.    Ita  purpoaa  ia  to  provida  haxifi  eonauaar 
protaction.    Xf  tha  achool  vaa  raquirad  to  diacl***  facta  truthfully, 
tha  atudant  could  aak*  prcpar  daciaiona  about  vhathar  to  enroll.  In 
ahort,  tha  atudant  could  act  in  his  or  bar  own  boat  intaraat.    If  tha 
atudant  did  m*«  a  aiataXa,  ha  or  aha  could  raoovar  aoaa  of  tha 
financial  ioaa  via  a  rafund  policy  praausad  to  ha  fair  to  both  tha 
achool  and  tha  atudant.    Littla  aattar  that  aany  atudant  conauaara, 
aapacialiy  in  tha  big  city,  had  no  saana  availabla  to  aaXa  propar 
ooapariaona  batvaan  achoola  or,  aa  our  axparianca  talla  ua,  carad 
littXa  about  aaXing  coapariaon*  ao  long  aa  thay  vara  aaaurad  ao&aona 
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•1st  was  footing  ths  bill.    Classic  frse  market  economics  doss  not,  in 
fact,  exist  in  the  proprietary  school  industry  when  so  ©any  schools 
depend  on  whst  amounts  to  federal  subsidy* 

While  vs  as  staff  often  becoae  alarmed  by  what  we  see  and  are 
frustratad  because  of  now  little  we  ars  abls  to  do  undsr  ths  law,  ws 
have,  in  the  main,  succeeded  in  carrying  out  our  basic  chargs  to 
ensure  ainiaua  school  ooaplience.    in  this  regard,  I  suspect  our 
situation  ia  net  much  different  from  that  in  othsr  states.  Some 
achools  may  hava  to  work  hardar  and  take  longer  to  get  approved,  but 
eventually  aost  receive  a  certificate.    Once  they  receive  a 
certificate,  few  loss  it.    Due  process  constraints  sak*  revocation  of 
e  certificate  axtreaely  difficult ,    During  ay  tenure  with  r  e  office, 
only  two  schools  in  Illinois  have  been  clossd  as  the  result  of  the 
hearing  proceee. 

The  history  of  proprietary  education  in  Illinois  has  not  always  been  a 
happy  one.    In  tha  suaaer  of  1975,  the  g^leago  Tribune  exposed 
probleas  in  the  industry,  especially  questionable  sales  practices. 
That  suaaer ,  new,  acre  coaprehensive  legislation  was  passed.  Bule* 
adopted  in  1977  were  "state  of  the  art11  at  the  tiae  but  provided 
little  aeans  of  enforcement.     Little  did  we  know  then  that  in  th.» 
years  immediately  following  so  aany  changes  would  texe  place  in  ths 
industry*    Many  of  the  old,  traditional  *aaily-run  proprietary 
institutions  began  to  fade  away.    School  brokers  errived  on  the  scene, 
and  the  chaine  grew.    Schools  tooled  up  to  receive  CETA  and  later  JTPA 
contracts*    For  the  aost  part,  retail  installment  contracts,  oftan 
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fundad  by  tha  school,  diaappaarad.  Soma thing  nsw  had  arrived  on  tha 
aeansi  financial  aid.  With  financial  aid  cm  a  rapid  growth  in  tha 
nuabar  of  nationally  accraditad  achooia . 

For  tha  most  part,  ws  vara  only  obaaxvara  of  thi»  activity.    Trua,  vs 
anforoad  our  law,  but  wa  had  no  part  in  tha  ads ini station  of  tha 
financial  aid  prograaa.    rhara  was  littia  contact  with  ftdaral  paopla. 
Contact  with  tha  accraditin-r  eoamissiona  vaa  liaitad,  for  tha  aost 
part,  to  staff  aanbars  aarving  aa  obaarvara  on  accraditing  taama. 
Saidos  did  govaraaant  paopla  sak  for  aaaiatanca.    Xn  tha  aid-70'a 
thara  had  baan  a  graat  daal  of  talk  about  thraa~vay  cooparation— tha 
Triad-««id  "reciprocity"  batwaan  tha  •  tat  as.    ror  a  dacada  or  aora 
*oat  of  this  talk  vaa  forgottan.    only  parhmpa  in  tha  laat  thraa  or 
four  yaara  haa  tha  sharing  of  information,  aoatly  on  an  informal 
laval,  with  ragional  U.S.  Dapartaant  aaployaas  inoraaaad.  Accrediting 
commission  policiaa  continua  to  inhibit  thair  ralaaaa  of  information 
vhi«4i  might  prova  ueeful  to  tha  statas. 

it's  ay  personal  Lelief  that  trua  "reciprocity"  will  navar  ba  attain** 
except  whan  it  ia  diotatad  at  tha  fadaral  laval.    Etch  atata  haa  ita 
own  ragulatery  tradition  which  it  ia  unlikaly  to  relinguieh.    5  oca 
atataa  want  to  anforca  thair  laws,    othara  do  not.    I'm  not  overly 
optiaiatia  about  tha  accrediting  comieeions'  abilitiaa  to  work  aaaiiy 
with  tha  atata  or  fadaral  governaental  bodiaa  ao  long  aa  thair  postura 
raaaina  ao  atrongly  in  favor  of  dafanding  tha  industry  as  a  whola  and 
lobbying  afforta  focus  ao  auch  on  keeping  fidaral  funding  flowing 
fraaly.    as  tha  staff  aaabar  raaponsibla  for  prcceeeing  writtan 
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atudant  complaint*  notaa  from  tima  to  tima,  va  aaldon,  if  avar, 
raoaiva  a  complaint  about  a  non-aecraditad  acheoi.    Hoat  complainta  in 
tha  paat  faw  yaara  hava  baan  about  rafunda,  and  tha  rafund  questions 
ara  linXad  to  financial  aid.    Thara  i»  a  »a*aaga  hara  for  tha 
laadarahip  of  tha  accrediting  bodies  if  they  want  to  clean  up  problems 
in  tha  industry . 

With  111  accredited  schools  undar  our  agency 'a  regulation,  about  three 
times  tha  number  we  estimated  war*  accredited  aavaral  years  ago,  va 
ara  receiving  approximately  200  written  complaints  annually, 
Xnterviewe  with  atudant*  at  tha  achoola  euggeat  tha  nu»b*r  of  theaa 
complainta  don't  raflact  tha  laval  of  atudant  diacontant  at  eoae  of 
thaaa  inatitutiona. 

Tha  aocraditing  bodiaa  will  agree,  I  believe,  that  thay  need  further 
reform.    80  do  tha  states.    Only  aftar  tha  Chicago  Sun-Tlmea 
documented  ce*e*  of  fraud  and  questionable  preetioee,  tha  uaa  of 
unqualified  taachera,  and  refund  problems  did  our  legislature  amend 
our  law  in  i9eS.    Schools  must  now  pxovidm  information  on  graduation 
retea  and  placement  on  enrollment  agreemente.    we  hopa  atudanta  will 
read  thia  information.    Ka  suspect  many  won't.    Schoola  whose 
graduation  rata  falla  below  a  reguired  laval  viii  ba  plaoad  on 
probation.    But  for  avary  gain  made  on  bahalf  of  the  atudant* ,  it 
appaara  there  »u»t  &l*o  be  a  loes.    Whereas  undar  tha  old  law  atudant* 
in  both  accraditad  and  non-accredited  achoola  war*  not  obligated  for 
tha  full  coat  of  tuition  until  75%  of  tha  couraa  had  baan  completed, 
undar  tha  "reform"  legislation,  atudanta  at  accraditad  achoola  become 
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fully  obligated  after  only  sot  coapiation.    ror  tost  reason,  non- 
ecoredited  schools,  which  x  have  explained  earlier  causa  faw  problems, 
*u*t  »Ah*rs  to  «  modified  pro-rata  refund  policy  in  which  students  ere 
not  obligated  until  80%  completion,    ror  many  years  our  etaff  has 
advocated  a  pro  rata  raftmd  policy  a»  tha  aost  nasded  change  in  the 
industry • 

ror  six  and  one~half  years  staff  labored  for  adoption  of  new  rules 
acoaptabla  to  tha  lagiaiatura  and  tha  achools.    While  many  of  tha 
iteaa  ataff  felt  vara  important  wera  gutted  in  this  process,  for  tha 
f irat  time  tha  stata  Superintendent  Uininger  nay  invoke  aanctiona  to 
auapand  a  school's  aalss  and  advertising  and  anroilmant  activitiaa  if 
it  ia  found  tha  school  ia  not  in  compliance,    ho  longer  xuat  va  raly 
on  tha  ultimate  action— revocation— to  gat  a  school 'a  attention. 

Three  yaars  ago  a  young  lady  sttppsd  outside  a  Public  Aid  offica  in 
Chioago.    Thera  sha  was  atoppad  by  a  san  who  explained  ha  was 
conducting  a  school  aurvay;  ha  was  soliciting  for  the  same  achool  I 
daaoribed  in  tha  beginning  of  my  remarks,    would  aha  ilka  to  ha 
trainad  for  a  job  if  financing  vara  available?    The  young  lady,  who 
with  her  family  had  movad  to  Chicago  from  Kentucky,  had  only  an  eighth 
grade  education.    Uter,  on  the  telephone  aha  told  ma  the  beet  job  she 
aver  had  wae  part-time  at  a  laundromat.    But  thie  waa  no  ordinary 
parson.    On  her  own,  she  had  passed  the  O.E,D.  and  taught  herself  the 
baaica  of  typing.    She  asked  the  man  if  the  sehool  he  repraaented 
could  teach  her  to  typa  well  enough  to  gat  a  job.    The  next  day  aha 
took  an  entranca  taat  at  tha  school  and  was  told  she  scored  the 
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highaat  acora  avar  and  vaa  convinced  to  anrcll  n^t  in  typing  but  in  a 
such  marm  axpanaiva  accounting  couraa*    X'va  of tan  wond«rad  what 
happanad  to  thia  girl  who  dreppad  out  ahortly  aftar  anrolling,  bacauac 
aha  Mid  tha  taachara  varan 't  trying  to  taach  tha  atudanta  vary  such. 
X'va  of  tan  vondcrad  why  ao  fav  of  thoaa  2,000  atudanta  hava  navar 
writtan  to  ua  cosplaining  about  thair  aaparianca  or  raquaating  halp  in 
aacuring  a  rafund.    Xa  it  poaaibia  that  acsa  of  thmm%  atudanta  didn't 
know  how? 

Tha  problaaa  of  tha  propriatary  achooXa  raf'act  to  no  asall  dagraa  tha 
aducational  probiaaa  our  nation  facaa,    in  our  fraa  aociaty  wa  naad 
tha  altarnativa  of  privata,  propriatary  aducatien,  but  wa  naad  aora 
propriatary  achool  odueatora  who  hava  tha  couraga  to  avis  upatraaa  and 
daaand  adoption  of  anforcaabla  aducational  atandarda  which  will  anaura 
appropriate  uaa  of  fadaral  funda  and  tha  adoption  of  apacific 
aducational  atandarda  which  will  anaura  tha  davalopoant  of  tha  highly 
trainad  and  sotivatad  work  forca  our  nation  ao  daaparatcly  naada  in 
tha  19*0' a. 
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HEARING   FOT.T/W-^p  QUESTIONS 

Dr,  John  C.  Havorth 
School  Evaluation  Specialist 
Illinois  state  Board  of  Education 


The  state's  principal  responsibility  should  be  to  facilitate  and 
promote  quality  education  and  responsible,  ethical  business 
K  °I!Jy  Hi*  Echools-    lf        State  does  this  job  well,  many 

5^  Iv  Problem*  nay  be  eliminated.    The  State  should 

attempt  to  prevent  the  occurence  of  problems.  Unfortunately 
school  administrators  in  some  states  tell  us  the  approval  process 

?SaU  ^n*£Bt!  °f  Uttl?  mor*  than         filin*  of  an  application 
and  payment  of  an  annual  fee.    Applications  ve  receive  from  sons 
out-of-state  schools  seem  to  verify  these  observations. 

The  v.&.  Department  of  Education  can  certainly  intensify  its 
regulatory/auditing  role  but,  potentially,  it  is  still  the  states 
which  can  be  most  effective  in  monitoring  school  activities.  But 
the  States  must  have  decent  lavs,  adequate  staff,  and  the  will  to 
regulate.    They  can  promote  the  industry  and  help  produce  a 

'K**?l0y??  ?°Fk  forc«  in  their  States  if  they  eliminate 
those  schools  which  have  caused  so  much  damage  in  recent  years* 
When  problems  occur,  they  must  be  prepared  to  act  quickly. 


No-    The  accrediting  bodies  can  continue  to  strengthen  their 
£°^i?^?TOCedur"'         standards,  screen  new  applicants  for 
accreditation  more  carefully  and  take  greater  initiatives  to 
remove  accreditation?  however,  because  of  the  nature  of  their 
membership  and  their  limited  financial  resources,  they  may  not  bo 
abl*  t0  *•  *uc?  *or*  «««ctive  than  they  are  at  present.  They 
could  and  should  regularly  and  promptly  release  their  school 
accreditation  reports  to  the  U.S.  Department  and  the  states,  but 
.    w    ™Ux**Y  tt^Y  want  to  do  this  for  fear  of  litigation. 

Such  information  may  also  sometimes  be  embarrassing*  Legislation 
which  requires  the  sharing  of  this  information  and  protects  the 
accrediting  commissions  from  lawsuit  would  be  of  tremendous  help. 
If  abuses  are  to  be  reduced,  the  U.S.  Department  will  need  even 
more  investigators  and  investigative  teams  if  the  present 
financial  aid  systems  are  to  be  continued.    Consideration  needs 
to  be  given  on  how  the  Department  and  the  States  can  better 
coordinate  surveillance.    I  think  such  coordination  can  be  made 
to  work  effectively  in  Illinois. 
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Our  direct  dealings  with  the  U.S.  Department  are  for  the  most 
part  limited  to  contacts  with  the  Office  of  Regional  Investigator 
General,  Region  V.    Fro*  time-to-time,  at  the  Department's 
request,  we  supply  a  greet  deal  of  information  from  our  school 
files  to  their  investigators;  however,  for  the  most  part, 
communications  with  regional  etaff,  while  cordial,  are  infrequent 
and  informal.    During  investigations  Department  personnel  visit 
of  our  offices  from  time-to-time*    Recently,  Region  V  personnel 
called  a  meeting  in  Chicago  to  encourage  the  several  Illinois 
agencies  regulating  the  schools  and  monitoring  financial  aid 

?rograms  to  share  information  about  their  agency's  operations  and 
dentify  major  problems.    To  date,  there  has  been  no  follow-up  to 
this  meeting. 

While  the  Department  regularly  distributes  publications  on 
financial  aid  to  us,  since  our  agency  does  not  regulate  aid 
programs,  usually  this  information  has  no  impact  on  our 
operations.    I  emphasize,  usually;  for  when  the  Department  chose 
to  impose  new  rules  on  the*  use  of  credit  and  clock  hours,  much 
confusion  followed.    Historically,  our  State  has  been  a  "clock 
hour  State.*    Failure  of  the  Department  to  resolve  the  credit 
hours/clock  hour  issue  baa  caused  hardship  both  to  Illinois 
schools  and  problems  for  this  agency.    Oirr  staff  feels  all 
proprietary  schools  should  be  required  to  report  by  clock  hours. 
Only  if  clock  hours  are  used  can  most  buyers  understand  what  they 
are  buying,  refunds  be  easily  and  accurately  computed,  and 
students  not  be  deceived  regarding  transferability  at  credits  to 
traditional  postsecondary  collegiate  institutions.    X»  our 
opinionr  had  the  Department  held  to  its  original  position  or  at 
least  provided  a  prompt  and  definitive  response  to  what  was  the 
Department's  new  posture,  it  would  have  avoided  much  of  the 
criticism  it  has  received  lately. 

About  the  time  questions  began  to  arise  about  the  credit 
hour/clock  hours  issue,  we  were  invited  to  participate  in  a 
monthly  telephone  hook-up  with  Department  staff  and  colleagues  in 
several  other  States*    This  activity  should  prove  helpful,  but 
the  results  probably  won't  meet  our  most  pressing  regulatory 
needs.    If  the  Department  is  conducting  investigations  or  taking 
legal  action  against  a  school,  state  regulators  need  information 
on  these  activities  if  they  are  to  play  any  significant  part  in 
resolving  the  school's  problems.    Recognising  the  legal  problems 
which  such  communications  may  pose  when  litigation  may  be 
involved,  the  Department,  like  the  accrediting  bodies,  should 
provide  timely,  specific  information  regarding  evidence  of 
possible  noncompliance  with  state  regulatory  bodies. 
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While  the  Department  has  many  able  people  and  its  activities  in 
tha  propriatary  school  araa  hava  increased,  historically  it 
appaars  oversight  of  thasa  schools  has  not  been  a  priority  item 
on  its  agenda.    Apparantly  littla  attantion  in  tha  past  has  been 
davotad  to  what  can  ha  dona  to  pravant  problems,    perhaps  tha 
Department  has  plaoad  too  such  faith  in  tha  efficacy  of  tha 
accrediting  process.    Ona  wonders  how  much  attantion  tha  schools 
would  hava  received  in  Washington  had  tha  da  fault  problem  not 
attractad  so  such  attantion.    Sustainsd  sf fort  is  required. 


Tha  Illinois  law  doas  not  provida  for  branching,  a  practice 
promoted  by  tha  schools  and  thair  acoraditing  bodies.    We  do 
permit  schools  to  opsrata  "classroom  extensions,"  which  ara 
facilities  used  wholly  or  in  part  for  instructional  purposes  at  a 
location  diffarsnt  from  tha  school's  principal  location,    if  any 
activity  other  than  instruction  takes  placa  at  a  site,  tha 
facility  at  that  site  must  be  fully  approved  as  a  school.    If  a 
company  doas  business  and  provides  instruction  at  aavaral  sites, 
each  site  aust  ba  approved  separately  as  a  school.  This 
requirement  is  in  recognition,  in  part,  of  the  fact  that  even 
schools  with  the  saae  program  and  owned  by  the  same  company  are 
in  some  ways  different*    For  this  reason,  we  believe  each  school 
should  ba  evaluated  separately  and  ba  subject  to  the  same  kind  of 
regulatory  scrutiny. 

Xf  a  company  desires  to  do  business  at  several  locations,  as  an 
accredited  school (s) ,  I  believe  school  personnel  at  each  site 
should  conduct  a  comprehensive  self-study  and  the  school  be 
subject  to  a  thorough  team  evaluation.    Accreditation  should  not 
follow  until  evidence  of  satisfactory  student  completion  and 
placement  for  the  site  can  ba  verified.    Tha  administration  at 
each  site  should  demonstrate  it  can  identify  the  school's 
problems,  take  rational  steps  to  correct  these  problems,  and 
satisfy  accreditors  that  the  school  is  fulfilling  its  stated 
mission.    To  prove  itself,  a  branch  would  probably  need  to 
operate  under  its  management  for  at  least  a  year. 

Because  branching  frequently  involves  schools  in  several  States, 
it  seems  proper  for  this  practice  to  ba  a  matter  of  federal 
concern.    Accrediting  bodies  should  continue  to  adopt  procedures 
to  slow  down  branch  approval.    In  my  opinion,  if  the  U.S. 
Department  wishes  to  continue  to  rely  so  auch  on  accreditation, 
it  must  ba  prepared  to  take  a  much  mora  active  role  in  tha 
approval  and  oversight  of  the  accrediting  bodies.     It  may  wish  to 
eliminate  branching. 

The  states  must  be  keystones  for  proper  regulation. 
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Illinois  statute  place*  responsibility  for  ths  supervision  of 
most  proprietary  schools  with  ths  Stats  superintendent  of 
Education,  who  reports  to  the  State  Board  of  Education*  in 
practice,  the  Private  Business  and  Vocational  Schools  Unit,  a 
part  of  the  Department  of  Recognition  end  Supervision,  recommends 
approval,  suspension,  revocation,  etc.    Not  all  proprietary 
schools,  however,  come  under  the  jurisdiction  of  this  agency, 
cosmetology  schools,  for  example,  ere  regulated  fey  the  Department 
of  Professional  Regulation;  in-state  truck  driving  schools  are 
regulated  by  the  Secretary  of  State*    Illinois,  therefore,  does 
not  have  experience  with  direct  school  participation  in  the 
governance  of  proprietary  institutions.    The  lav  provides  for  a 
twelve-member  Private  Business  and  Vocational  Schools  Advisory 
Council,  which  operates  under  the  oversight  of  the  State 
Superintendent  for  those  schools  which  are  under  his/her 
jurisdiction*     Included  in  the  Membership  of  the  Council  must  be 
one  owner  or  chief  managing  employee  from  a  business  school,  one 
owner  or  chief  managing  employee  from  a  technical  school,  and  one 
owner  or  chief  managing  employee  from  a  home  study  school.  The 
Council's  charge  is  to  meet  at  least  three  times  a  year  "to 
review  and  advise  the  Board  and  Superintendent  as  may  be 
appropriate  on  the  effectiveness  and  efficiency  by  which  rules 
and  regulations  carry  out  the  intent  of  the  Act,*  protect  the 
interests  of  the  students,  and  enhance  the  ability  of  the  schools 
to  provide  quality  courses  of  instruction.    Since  the  Council  in 
its  present  form  is  a  new  creation,  it's  too  early  to  determine 
what  part  it  may  play  in  improving  governance  activities. 

From  out-of-state  schools  and  regulators  in  other  States  where 
statute  permits  schools  to  play  a  more  active  role  in  the 
regulatory  process  than  in  Illinois,  we  hear  allegations  of 
politicalization,  uneven  treatment  of  schools,  delays  in  the 
approval  process ,  difficulties  in  securing  legislative  reform, 
and  the  insecure  tenure  of  some  State  administrators  and  staff 
who,  apparently,  find  it  difficult  to  satisfy  commission  members, 
including  school  representatives,  while  also  serving  as  effective 
consumer  advocates.    It's  dangerous  to  generalise  on  this 
subject,  since  it's  evident  the  regulatory  environment  differs 
from  State  to  State  and  the  type  of  governance  is  only  one  factor 
in  the  dynamics  of  these  environments. 

Still,  I  believe  the  Illinois  model,  with  its  due  process 
protections  and  school  representation  on  the  Advisory  Council,  is 
preferable  to  forms  of  governance  in  some  of  the  other  States. 
Under  our  system,  schools  have  ample  opportunity  for  input  in  the 
hearing,  rule-making,  and  legislative  processes.    Staff  can  and 
has  been  held  accountable  by  the  Superintendent  for  all  of  its 
activities* 
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X  do,  and  for  s  tartars  refer  the  Committee  to  work  don*  by  the 
Federal  Trad*  Commission  in  1978*    It's  my  understanding  that 
Congress,  on  request  of  tha  schools,  returned  tha  commission's 
proposal  for  further  study,  and  nothing  has  happened  with  tha 
proposals  since.    While  tha  Commission's  work  is  old  and  soma 
parts  may  not  part* in  directly  to  tha  problems  tha  Committee  has 
baan  studying  during  tha  hearings,  it  includes  ona  most  important 
reform*  a  workable  pro  rata  refund  policy. 

As  statad  alsavhara  in  my  testimony,  lavs  in  soma  statas  arm 
inadequate.    Many  statas  lack  staff  to  enforce  lavs  vhich  ara  on 
tha  books.    For  a  variaty  of  reasons,  accraditing  bodies  appear 
unabla  to  provida  tha  kind  of  regular  monitoring  required  in  an 
environment  in  vhich  federal  financial  aid  plays  such  a  dominant 
role.    Unfortunately,  too  many  statas  still  substitute  national 
accreditation  for  State  approval.    Recently  I  read  a  publication 
from  one  of  the  bodies  vhich  explained  accreditation  is  not  a 
perfect  process*    I  suggest  it  is  imperfect  in  part  because 
"standards*  have  relied  too  much  on  "should*"  and  not  enough  on 
"shall*";  that  is,  the  standards  are  statements  of  philosophy 
rather  than  rules  by  vhich  the  schools'  performances  can  be 
measured*    without  more  precise  standards,  satisfactory 
enforcement  becomes  impossible. 

I  favor  federal  standards,  but  varn  they  vill  have  value  only  if. 

(1)  They  are  vritten  in  such  a  vay  that  they  can  be  enforced; 

(2)  The  government  is  viiling  to  allocate  sufficient  resources  to 
make  them  vork* 

The  folloving  are  just  a  fev  areas  vhich  may  benefit  from  federal 
attention* 

1*      Admissions*    Minimum,  specific  admissions  requirements  by 

course  and  the  vocation  for  vhich  a  student  is  being  trained 
are  needed.    X  suggest  considering  use  of  achievement, 
aptitude,  and  interest  tests  already  devised  by  the  Civil 
Service,  the  armed  forces,  etc.    The  Committee  might 
consider  utilising  federal/State  employment  offices  for  test 
administration* 

The  ability  to  benefit  concept  needs  total  overhaul* 

2.      Financial  Viability-    Students  must  be  protected  in  the 

event  a  school  closes  or  fails  to  deliver  the  services  for 
vhich  it  has  contracted*    Since  the  government,  as  vail  as 
the  student,  is  usually  a  loser  in  such  circumstances,  it 
must  investigate  vays  to  cover  these  losses.    Distasteful  as 
bonding  may  be,  it  may  still  be  the  best  vay  to  handle  these 
contingencies . 
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3*      Student  Progress.    Our  visiting  teas*  continue  to  find  too 
many  phantom  students  still  on  school  rostsrs  who  should 
have  bean  dropped  for  attendance  or  a  cad  sale  reasons* 
Proper  monitoring  of  such  matters  requires  uniform  standards 
for  student  recordkeeping. 

4.  Graduation  Requirement^ .    Obviously,  on  graduation  students 
should  be  adequately  prepared  for  the  job  market.  The 
Committee  may  wish  to  consider  establishing  minimum 
performance  standards  for  graduates*    When  available,  Civil 
Service  standards  might  apply.    A  business  school  might,  for 
example,  certify  its  secretarial  graduates  will  meet 
standards  for  ClerX/Typist  X,  etc 

5.  Cog^p  Lengtfl .    The  Committee  may  wish  to  determine  the 
maximum  length  of  hours  needed  to  achieve  certain  skill 
levels.    The  armed  forces'  experience  with  training  programs 
may  provide  some  guidance.    Financial  incentives  should  be 
focused  on  getting  the  student  to  the  desired  performance 
and  employment  standard  in  the  very  shortest  possible  time. 

X  believe  the  Committee  has  already  identified  the  serious 
problems  resulting  from  schools  lengthening  programs 
unnecessarily  and  increasing  tuition  coats. 

6.  Graduation/cotnplet ion/Placement  Rates.    Quite  simply,  those 
scftools  which  don't  meet  reasonable  norms  should  lose 
eligibility*    The  problems  with  this  suggestion  are: 

(1)  What  are  acceptable,  reasonable  norms?  (2)  How  can  we  be 
assured  statistics  furnished  by  schools  are  accurate? 
(3)  Who  will  have  the  responsibility  for  auditing  the 
reports  and  enforcement? 

Xf  standards  are  developed,  prompt,  efficient  due  process 
procedures  for  revocation  of  institutional  eligibility  will 
need  to  be  developed,    if,  perhaps,  standards  at  the  front 
end  of  the  eligibility  process  are  elevated,  there  will  be 
fewer  instances  when  revocation  is  required. 


Extended  research;  mandated  and  special  hearings;  task  forces; 
intervention  by  some  school  owners,  special  interest  groups,  and 
legislators;  legislative  and  legal  revisions  and  negotiations; 
amendments  to  the  Private  Business  and  Vocational  Schools  Act 
taking  place  concurrently  with  the  rule-making  process;  normal 
bureaucratic  delays;  perhaps  a  lack  of  sense  of  urgency  by  some 
participants  in  the  process  all  probably  contributed  to  some 
degree,  but,  in  my  opinion,  intervention  was  the  primary  reason 
for  the  delays * 
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In  retrospect  x*ve  concluded  the  game  was  til  tad  in  favor  of  ths 
4,5?  numblir  of  •choola  who  Mrs  Most  vocal  in  opposition  to 
significant  Changs,    Thsrs  inn,  no  doubt,  cones ms  on  ths  part 
0  „scr*f  *cho°1  P™?1*  tHat  ths  proposed  rulss  might  allow  for 
undo  staff  discretion  in  ruls  application.    St*ff  raports 
following  school  visits  in  racant  ysars  had  citad  a  nunbar  of 
acta  of noncompliance.    Such  ravalatlons  ara  not  pleasing. 
Better  dafinad  miss  vara  threatening.    Tha  Attorney  Cenaral  and 
Cook  county  state's  Attorney  bacama  activaly  involvad  in 
advocating  reform  only  aftar  article*  in  tha  Chicago  prass  and  as 
a  result  of  tha  nuabar  of  atudant  complaints  racaivad  in  thair 
of fleas  incraassd  significantly*    Simply  put,  ths  originally 
proposed  rulss  presented  by  ths  state  Superintendent  and  Board 
called  for  a  more  pro-active  role  for  the  State  than  some  of  tha 
schools  ware  willing  to  accept.    Students  affected,  who  might 
have  benefitted  by  rules  which  held  schools  more  accountable  than 
before,  were  incapable  and  unable  to  play  any  significant  part  in 
the  debate  and  in  the  controversy's  resolution.    Rules  addressing 
such  topics  as  financial  viability,  advertising,  recordkeeping, 
administrative  accountability,  faculty  qualifications,  class 
size,  and  studsnt  griovances  were  aasndad  or  deletsd  from  the 
rules  finally  adopted. 
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INTRODUCTION 

The  inquiries  of  the  Senate  Permanent  Subcommittee  on 
investigations  into  the  increasing  instances  of  fraud  and  abuse  in 
the  Guaranteed  Student  Loan  Program  are  extremely  important  to  a 
full  understanding  of  the  current  issues  facing  the  GSL  program. 
As  president  of  Texas  Guaranteed  Student  Loan  Corporation,  one  of 
the  largest  guarantee  agencies  in  the  country,  I  appreciate  the 
opportunity  to  submit  testimony  on  the  role  that  accreditation, 
certification,  and  state  licensing  play  in  this  matter.  Since 
guaranteed  student  loans  represent  the  single  largest  source  of 
financial  aid  for  needy  t , udents  both  nationally  and  in  Texas,  I 
am  vitally  concerned  about  the  quality  and  the  caliber  of  the 
schools  certified  eligible  to  participate  in  the  GSL  program. 

In  my  almost  25  years  as  an  administrator  of  student 
financial  aid,  I  am  no  stranger  to  student  financial  aid  programs 
or  to  tha  fraud  and  abuse  that  sometimes  is  found  in  them.  In  the 
past  I  have  served  on  Department  of  Education  tasK  forces  dealing 
with  program  compliance  audits  of  schools.  I  have  served  as 
President  of  both  the  National  Association  of  Student  Financial 
Aid  Administrators  and  the  National  Council  of  Higher  Education 
Loan  Programs.    Prior  to  my  current  position,  I  was  Director  of 
Financial  Aid  at  the  University  of  Houston  where  I  served  on  a 
special  task  force  to  resolve  the  aftermath  of  a  major  investment 
scandal.    Currently  I  serve  as  a  member  of  the  Advisory  Committee 
on  Student  Financial  Assistance,  a  committee  established  by 


1 


4y; 

:RJC    35-753  0  -  90  -  IS 


472 


Cong  re  ■*  to  monitor  the  federal  program*  of  student  aid  and  to 
sake  recommendations  for  improvements  to  Congress. 

TGSLC  administers  the  GSL  progras  in  Texas  and  has  the 
responsibility  for  program  oversight  of  schools  and  lenders  In  the 
program.  More  importantly,  TGSLC  works  to  provide  statewide  access 
to  student  loans  for  *li  eligible  students  regardless  of  the  type 
of  school  they  may  attend  (two-year,  four-year,  or  proprietary). 
TGSLC  firmly  adheres  to  the  philosophy  of  the  GSL  program  as  laid 
out  by  President  Lyndon  Johnson  when  he  signed  the  Higher 
Education  Act  in  1965...     "our  goal  here  is  to  provide  access  to 
every  student  who  wants  to  better  himself  through  higher 
education. " 

TGSLC  and  X  have  been  very  outspoken  on  the  subject  of  fraud 
and  abuse  in  the  GSL  program.  We  publicly  exposed  the  activities 
of  a  few  unscrupulous  schools  operating  in  the  GSL  program  by 
publishing  "School  or  Scandal?"  in  1989.  For  these  reasons,  TGSLC 
statements  and  policies  have  been  misinterpreted  and  highly 
criticised  in  certain  circles  to  falsely  project  the  position  that 
TGSLC  is  opposed  to  proprietary  school  participation  in  the  GSL 
program.  TGSLC  fully  recognises  the  valuable  contribution  made  by 
the  many  well-run  proprietary  schools  in  our  state  and  throughout 
this  nation.  We  fully  support  qualified,  reputable  proprietary 
schools  participating  in  the  federal  programs  of  student  financial 
aid  and  oppose  recent  proposals  suggesting  that  proprietary 
schools  have  separate  aid  programs* 

On  the  other  hand,  there  is  no  place  in  any  student  aid 
program  for  the  "profiteering,  money-merchant  mentality"  of 

2 


9 

ERIC 


473 


certain  school  owner*  who  simply  treat  their  school  as  a  "cash 
cow*  with  no  intent  to  provide  a  quality  education. 

However,  it  is  not  enough  for  us  to  simply  report  on  the 
fraud  and  abuse  that  way  exist  in  the  student  loan  program.  We 
must  expose  and  eliminate  the  root  causes.    We  must  implement 
reasonable  solutions  that  1)  will  be  effective  and  2)  will  be 
consistent  with  federal  policy*  More  importantly,  we  must  not 
yield  to  political  pressures  or  threats  from  vested  interests  that 
would  deter  us  from  action.    We  must  exercise  the  professional 
courage  and  integrity ,  both  as  administrators  and  policymakers,  to 
implement  solutions.     Some  solutions  need  immediate  action,  others 
need  to  be  considered  during  congressional  reauthorization.  The 
viability  and  integrity  of  the  GSI*  program  cannot  be  compromised 
if  we  are  to  continue  to  provide  the  nation's  young  people  with 
the  loan  funds  they  need  to  attend  the  school  of  their  choice. 
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SCHOOL  ELIGIBILITY  I    "WHO'S  THE  GATEKEEPER?  * 

To  understand  the  current  level  of  fraud  and  abuse ,  one  »ust 
carefully  examine  the  roles  and  relationships  of  the  accrediting 
bodies,  the  state  licensing  bodies,  and  the  Department  of 
Education.  On  the  surface  it  appears  that  schools  have  to  go 
through  a  lot  of  scrutiny  before  they  are  approved  to  participate 
in  the  student  loan  programs.    But  upon  closer  examination,  one 
finds i 

*  a  wide  variety  of  national  and  regional  accrediting 
agencies  which  ironically  are  regulated  and  approved  by  the 
Department  of  Education.  Historically,  accrediting  agencies 
have  demonstrated  weaknesses  in  two  areas  i  lack  of  clarity 
as  to  their  role  or  the  low  standards  they  impose  on  member 
schools.  Too  often  the  accrediting  agency  is  viewed  as 
simply  another  lobbyist  for  the  proprietary  school 
industry. 

*  a  broad  range  of  licensing  requirements  for  proprietary 
schools  from  state  to  state*  There  are  no  uniform  federal 
standards  states  must  meet  in  order  for  their  schools  to 
receive  federal  aid* 

*  until  recently,  very  little  coordination  between  the 
various  "gatekeepers".  Little  evidence  exists  to  indicate 
that  accrediting  agencies,  state  licensing  agencies,  and 
the  Department  of  Education  regularly  communicate  and/or 
coordinate  their  actions  in  approving  schools.  However,  in 
soy  own  state  of  Texas  we  have  begun  to  work  very  closely 
with  state  licensing  agencies  and  the  Attorney  General's 
Office* 

*  a  prevailing  attitude  by  the  Department  of  Education  that 
if  the  state  has  licensed  a  school  and  an  accrediting 
agency  has  accredited    he  school,  then  the  law  requires  the 
school  to  be  certified  eligible  for  federal  student  aid.  A 
September  1969  Inspector  General's  Audit  of  the  Department 
of  Education's  process  for  certifying  schools  stated t 
"Generally,  the  Office  of  Postsecondary  Education's  system 
did  not  assure  that  both  students  and  the  federal 
government  were  adequately  protected  in  the  event  that  a 
school  failed  before  it  provided  all  educational 
services. . .Thus,  practically  all  the  schools  that  applied 
were  certified  to  participate  in  the  Title  IV  programs, 
even  though  some  showed  signs  of  serious  financial 
problems .  ■ 
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*  by  the  time  all  the  eligibility  steps  have  been  taken,  the 
guarantee  agency  has  no  choice  but  to  allow  the  school  in 
the  loan  program.  TGSLC  attempted  to  prevent  two  truck 
driving  schools  from  participating  in  our  program  only  to 
be  directed  by  the  Department  of  Education  to  guarantee 
their  loans.  Both  truck  driving  schools  have  since  gone 
bankrupt  and  many  of  their  student  loans  have  already 
defaulted,  * 

In  reality,  all  the  above  parties  share  responsibility  for 
not  having  policies  and  procedures  in  place  to  deal  with  the 
dramatic  growth  of  loan  volume  and  the  number  of  trade  schools  in 
the  program  during  the  1980s.    During  the  period  of  1986  to  1990s 

*  the  level  of  loan  activity,  particularly  in  the 
Supplemental  Loans  for  Students,  grew  dramatically.  On  the 
national  level,  SLS  loan  volume  jumped  from  $27$  adllion  in 
1986  to  over  $2.1  Billion  in  1989.  Total  Default  Claims 
paid  for  SLS  loans  increased  from  a  mere  $35  million 
dollars  in  1988  to  almost  $300  million  dollar*  in  1989.  In 
Texas  alone  over  681  of  the  claims  paid  to  lenders  this 
year  were  for  students  who  attended  proprietary  schools. 
Many  of  these  students  were  enrolled  in  short-term  courses 
(less  than  600  clock-hours)  such  as  bartending,  security 
guard,  dog  grooving,  and  truck  driving. 

*  The  Department  of  Education  approved  over  2,000  schools 
°H9,wt?,in  *  four-year  period  while  only  denying 
eligibility  to  some  60  schools.  In  Texas,  the  number  of 

?ropfi?tary  *cho°l*  increased  from  167  in  1986  to  over  420 
in  1990. 

*  In  1986  the  responsibility  for  school/lender  program 

UwRCe  revlews         shifted  to  guarantee  agencies.  In 
1580  the  Department  of  Education  conducted  over  2,000 
reviews  and  in  1988  conducted  less  than  400  reviews.  More 
importantly,  the  number  of  Limit,  Suspend,  and/or  Terminate 
actions  taken  against  schools  by  the  Department  of 
Education  has  been  few. 

*  Fortunately,  states  like  Texas,  California,  and  Georoia 
not  prepared  for  the  initial  growth  of  proprietary  schools 

SlS-hf1!?1^1  ^ialation^in  ^89  tl  better  eLrcf«  ' 
oversight  of  these  schools. 

Based  on  our  own  experiences  in  Texas,  I  am  firmly  convinced 

that  the  single  most  effective  measure  to  be  taken  to  address 

fraud  and  abuse  in  the  GS1.  program  involves  school  eligibility  and 
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approval  by  all  the  appropriate  entities.  To  depend  on  the  program 
compliance  procedure!  to  deal  with  school!  after  the  fraud  and/or 
abuse  has  been  committed  is  simply  -too  little,  too  late**  By  that 
time  the  student  has  been  harmed  and  the  student  loan  debt  has 
been  incurred.    An  Ounce  of  Prevention  is  worth  a  Pound  of 
Compliance. 
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PROGRAM  COMPLIANCE!  THS  TEXAS  EXPERIENCE 

Guaranty  agendas  also  have  an  important  roJe  to  play  in 
preventing  fraud  and  abuse  ami  protecting  the  integrity  of  the 
student  loan  program.  The  role  of  the  Guarantee  agency  is  limited 
to  the  program  compliance  function  and  the  ability  to  take  action 
to  Limit,  Suspend,  or  Terminate  a  school  when  circumstances 
warrant  it.  TGSLC  has  taken  a  leading  role  in  this  area  along  with 
several  other  states  such  as  California,  Georgia,  New  York  and 
Pennsylvania. 

Since  1988  the  TGLSC  Compliance  staff  conducted  over  92 
school  &  lender  reviews,  negotiated  over  33  default  reduction 
agreements,  exercised  11  emergency  suspensions,  and  terminated  5 
schools  or  lenders.  Some  of  the  most  significant  findings  of  our 
compliance  staff  were; 

*  Failure  to  make  timely  refunds  of  loan  proceeds  to  lender 
on  behalf  of  the  student 

*  Failure  to  meet  the  two-year  program  audit  requirements 

*  Abuses  in  the  "ability~to-benef it"  provisions  of  student 
eligibility 

*  Failure  to  meet  the  factors  of  financial  responsibility  for 
the  school 

More  often  than  not  our  reviews  of  problem  schools  have 
indicated  a  poor  quality  of  educational  program  as  reflected  by 
the  physical  condition  of  the  school  facility,  the  low  job 
placement  rate,  and  the  high  student  withdrawal  rate.  Students 
who  feel  they  did  not  receive  the  training  they  were  promised  or 
who  are  unable  to  find  a  job  ~  or  both  —  may  not  feel  the  sense 
of  obligation  to  repay  the  student  loan. 
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Consider  the  cats  of  the  student  who  enrolled  in  a  truck 
driving  school ,  used  a  loan  to  pay  the  tuition,  dropped  out  after 
3  days,  and  left  with  the  mistaken  impression  he  did  not  owe  any 
amount  on  his  student  loan.  As  a  result,  his  loan  ultimately 
defaulted  and,  as  is  required  by  law,  his  account  was  reported  to 
a  credit  bureau.    Three  years  later  the  student  is  denied  a  home 
mortgage  loan  because  of  his  •defaulted  student  loan".  Somehow 
the  GSh  program  failed  this  student  and  many  like  him  and  now  he 
is  being  unfairly  punished  with  no  way  under  current  law  to 
resolve  the  student  loan  but  to  pay  it. 

Probably  the  worst  case  TGSLC  has  uncovered  to  date  was  the 
school  in  Houston  that  recruited  homeless  people  off  the  streets 
of  Hew  Orleans  and  bused  them  to  a  motel  near  the  school,  enrolled 
them  and  financed  it  all  with  a  combination  of  Stafford  and  SLS 
loans.  These  students  were  being  charged  over  $5,000  to  take  a 
brick  laying  course  that  the  local  public  junior  college  was 
offering  at  $80  total.  As  soon  as  TGSLC  and  the  state  licensing 
agency  were  made  aware  of  the  situation,  immediate  steps  were 
taken  to  terminate  the  school.  Unfortunately,  over  $5, 000 #000  in 
student  loans  were  processed  before  we  could  legally  terminate  the 
school.  This  school  was  accredited  by  a  nationally  known 
accrediting  agency,  certified  eligible  to  participate  in  the 
student  loan  program  as  a  branch  of  an  already  eligible  barber 
school  by  the  Department  of  Education,  and  no  one  bothered  to  ask, 
why? 

rinally,  our  most  recent  termination  of  a  school  involved 
som  17  branches  and  resulted  in  over  a  $2.0  million  dollar 
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liability  duo  to  student  refund!  owed  by  the  school* 

Unfortunately,  the  school  had  a  cumulative  loan  volume  of 
around  $50  million  dollars  before  we  could  legally  remove  them 
from  the  program.  Over  $10  million  dollars  has  already  defaulted. 
This  school  was  accredited  by  a  nationally  known  accrediting 
agency,  but  our  records  do  not  indicate  any  adverse  action  taken 
by  the  accrediting  body. 

Kow  can  wo  relate  to  the  feelings  of  frustration  and 
victimisation  that  these  students  must  have  after  their  dream  of  a 
better  life  has  turned  into  a  debt  they  either  cannot  or  will  not 
repay?  Shattered  dreams,  ruined  credit,  high  default  rates,  and 
all  in  the  name  of  providing  access!  The  question  must  be  asked 
Access  to  what?  The  words  of  Secretary  Cavazos  given  before  the 
Senate  Subcommittee  on  Postsecondary  Education  are  worthy  of 
recognition  here* 

•...States,  accrediting  agenciesp  and  the  Federal  Government 
must  do  more,  individually  and  together,  to  make  sure  that 
only  truly  high  quality  educational  institutions  will  be  able 
to  open  their  doors  to  students  who  need  Federal  student 
aid  •  * 

In  the  Inspector  General's  Semi-Annual  Report  to  Congress, 
many  of  the  program  abuses  we  have  found  in  our  program  compliance 
roviews  of  troubled  schools  are  cited.    Many  of  the  program  abuses 
cited  in  the  March  1990  report  can  be  prevented  by  improved 
accreditation,  certification,  and  state  licensing  requirements. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

Senator  Nunn,  in  a  recent  press  release  you  commented  and  I 
quotes 

'unscrupulous  trade  school  owners  assessing  hugs  profits  while 
providing  iittls  or  no  useful  training  at  the  expense  of 
unsuspecting  students ...  *  and 

"Despite  their  problems,  far  too  many  of  these  bad  schools 
continue  to  be  licensed,  accredited,  and  certified  for 
federal  funds. . . * 

I  could  not  agree  snore,  Senator  Nunn.  I  would  even  go  further 
to  say  there  ought  to  be  a  'Bounty  on  those  schools  and  no  bag 
llxnlti'  But  when  I  read  comments  to  the  effect  that  these  programs 
are  "riddled  with  waste,  fraud,  abuse  and  just  plain 
inefficiency...*  and  *This  is  a  federal  program  teetering  on  the 
brink  of  disaster" ,  with  all  due  respect  to  the  Honorable  Senator 
froa  Georgia  and  the  worthwhile  purpose  you  seek  to  achieve,  I 
must  seriously  object  to  the  inference  that  the  fraud  and  abuse  we 
J*ave  coae  to  discuss  is  typical  throughout  this  program. 

Overall  these  progress  are  sound  and  provide  a  valuable 
contribution  to  the  future  education  of  this  nation's  young 
people.  We  must  be  careful  not  to  use  a  shotgun  when  what  is 
needed  is  a  sharp  shooter  with  a  rifle  when  attempting  to  address 
these.  To  address  the  accreditation,  the  licensing,  and  the 
certification  of  eligibility  to  receive  federal  funds  is  right  on 
target . 

In  our  excitement  and  enthusiasm  to  rid  these  programs  of 
fraud  and  abuse  let  us  not  lose  sight  of  the  positive  steps  that 
have  been  taken  by  the  Congress,  the  Department  of  Education,  the 
Guarantee  agencies,  the  states,  and  the  proprietary  school 
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associations  during  the  past  two  yean,    while  these  initiatives 
do  not  represent  all  that  needs  to  be  done,  they  do  represent 
significant  progress  toward  addressing  fraud  and  abuse  in  the  GSL 
program. 

As  evidence  these  initiatives  are  working,  already  this  year 
there  have  been  significant  reductions  in  SLS  and  proprietary 
school  activity.  As  reported  by  the  General  Accounting  Office  in 
August  of  this  year,  there  is  over  $280  million  dollars  less 
volume  in  the  SLS  program  this  year  over  the  prior  year  and  an 
approximate  65%  reduction  in  SLS  volume  to  proprietary  schools. 
This  is  both  good  and  bad  newsr  good  news  to  the  extent  the  bad 
schools  are  not  in  the  program,  bad  news  for  students  attending 
reputable  proprietary  schools  who  are  unable  to  find  loans.  There 
!•  a  delicate  balance  that  must  be  achieved  to  assure  loan  access 
to  eligible  students  in  a  student  loan  program  that  depends  on  the 
full  support  of  the  federal  government  and  th*  willingness  of 
private  lenders  to  $a*ke  loans. 

In  the  twenty- five  years  of  the  Guaranteed  Student  Loan 
Program,  over  $100  billion  dollars  has  been  guaranteed  to  over  48 
million  students  who  have  by  and  large  done  an  outstanding  Job 
repaying  their  loans  and  making  productive  contributions  to  our 
society,  when  you  take  into  account  ail  the  students  currently  in 
repayment  and  add  the  payments  received  from  defaulted  borrowers, 
then  the  Net  Default  Rate  nationally  is  less  than  10%.    That  is  an 
outstanding  record  when  you  consider  those  loans  were  made  with  no 
collateral,  no  cosigner,  no  credit .only  the  student  and  his 
promise  to  repay.  Investing  in  our  young  people  is  still  the  best 
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investment  of  tax  dollars  this  country  has  or  will  ever  make. 

Recommendations  to  improve  the  GSL  program  and  prevent  fraud 

and  abuse  have  bean  *ade  by  various  organisations  and/or 

individuals.    Unfortunately,  nost  of  the  suggestions  are  not  with 

a  great  deal  of  caution  and  the  typical  response i  'wall,  that  is 

an  interesting  idea,  but  let's  wait  until  reauthorisation  to 

consider  it."    There  are  proposals  worth  our  serious  consideration 

now.  I  would  urge  Congress  to  seriously  consider  legislation  this 

session  which  would i 

1*  Require  all  eligible  schools  to  offer  programs  of  study  at 
a  minimum  of  600  clock-hours;  this  would  eliminate 
correspondence  courses  and  short-term  courses  under  600 
hours,  where  much  of  the  program  abuse  has  occurred,  from 
GSL  eligibility. 

2*  Rot  urn  all  course-length  requirements  to  clock-hour 

calculations  and  provide  penalties  for  course  stretching. 

3.  Adopt  the  default  prevention  provisions  of  S.B.695  now 
pending  before  Congress  * 

4*  Require  branch  campuses  to  operate  two  years  without 
financial  Aid  before  certifying  eligibility  for  the 
branch. 

5*  Provide  guarantee  agencies  additional  discretion  to  deny 
schools  eligibility  where  there  is  evidence  of  lack  of 
financial  stability  or  poor  administration. 

During  the  forthcoming  reauthorisation  of  the  Title  IV 

federal  student  aid  prograsm  many  other  issues  will  be  addressed 

to  strengthen  the  federal  programs  of  student  aid* 

I  hope  we  will  address  the  much  broader  issues  of  % 

a)  the  growing  debt-burden  of  students  and  how  to  increase 
funding  of  the  pell  Grant  program 

b)  innovative  ways  to  simplify  the  overall  delivery  of 
student  financial  aid  to  remove  the  barriers  of  complexity 
and  forma  proliferation  that;  exists  today 
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c)  simplif ication  and  standardization  of  thft  school 
eligibility  process  similar  to  the  Veteran  Affairs 
programs  t  accreditation  is  simply  not  a  part  of  the 
approval  process  for  federal  funds*    d)  minimum  federal 
standards  for  licensing  schools  to  be  followed  by  all 
states*    States  failing  to  meet  these  standards  would  run 
the  risk  of  loss  of  all  federal  student  aid  to  their 
schools . 

o)  a  fair  evaluation  and  assessment  of  new  and  innovative 
financing  methods  for  higher  education  such  as  the 
Senator's  own  National  Service  proposal  introduced  earlier 
this  year* 

As  a  member  of  the  Advisory  Committee  on  Student  Financial 
Assistance,  it  will  be  my  goal  to  work  toward  a  thorough  review  of 
all  of  these  important  issues  during  Reauthorization. 

in  closing,  let  me  jgain  emphasise  that  tha  GSL  program  it  a 
viable  and  effective  way  to  deliver  aid  to  students*  It  is  unfair 
to    the  thousands  of  good  schools  and  lenders  who  participate  in 
the  G&hP  to  refer  to  it  as  a  national  scandal  in  the  making.  And 
it  has  absolutely  no  similarity  to  the  S  fc  L  crisis  it  is  so  often 
incorrectly  compared  to. 

It  is  a  program  that  needs  attention  and  needs  swift  and 
decisive  Congressional  action  in  order  to  protect  its  integrity 
and  restore  the  public's  and  the  policymakers1  confidence  in  it* 
In  our  seal  to  abolish  fraud  and  abuse  from  the  GSLP,  let  us  be 
careful  not  to  -Throw  the  baby  out  with  the  bath  water  I  *  The  young 
people  we  serve  are  depending  on  us  to  do  what  must  be  done  to 
guarantee  they  have  a  future  and  the  opportunity  to  pursue  it. 


Thank  you. 
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Hearing  Follow-up  Questions 
Jo*  1*.  KcCormick 
Prsiidtnt 

Texas  Guaranteed  Student  X<oan 
September  27  >  1990 


Q.     What  iort  can  States  do  to  protect  the  Title  Vi 

interests  of  students  and  the  American  taxpayer?  - 
For  example,  should  States  increase  the  mount  of 
policing  they  do  regarding  proprietary  schools  and, 
if  not,  who  should  perform  such  an  added  enforcement 
role? 

A.      Guarantee  agencies  should  be  provided  with 
flexibility  and  authority  to  deny  schools 
eligibility  to  participate  in  the  GSU>  with  casea 
where  there  exits  evidence  of  lack  of  financial 
stability  or  poor  administration. 


q.      m  your  view,  is  the  system,  as  currently 

constituted,  capable  of  keeping  up  with  the  fast- 
paced,  quickly  changing,  and  profit-driven 
proprietary  school  industry  and,  if  not,  what  more 
should  the  U.S.  Department  of  Education  or  the 
guarantee  agencies  do? 

A*      The  Congress  should  simplify  the  student  financial 
aid  delivery  system  and  standardise  the  school 
eligibility  process  similar  to  that  used  for  the 
Veteran  Affaire  Programs.    Accreditation  is  not  a 
part  of  the  approval  process  for  federal  funds  and 
does  not  play  the  same  role  with  respect  to 
proprietary  schools  as  it  does  with  respect  to 
traditional  colleges  and  universities. 

Requiring  all  schools  to  offer  programs  of  study  at 
a  minimum  of  600  clock  hours  and  providing  strong 
penalties  for  *  course  stretching11  would  also  help  in 
this  regard. 
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Hearing  Follow-up  Questions 
Joe  L.  M^Coimxck 
President 

Texas  Guaranteed  Studc  Nt  ho&fi  Corporation 
September  27  f  1990 


Q*      From  your  perspective,  how  would  you  rate  the 
performance  of  the  U.S.  Education  Department 
regarding  its  administration  of  the  Title  IV 
program? 

A.      The  Department  of  Education  has  not  taken  the  lead 
with  developing ,  proposing,  or  advocating  policies 
which  result  in  strong  effective  coordination  among 
the  organisations  responsible  for  oversight  of 
proprietary  schools  and  federal  student  financial 
aid  programs* 


Q*      One  of  the  major  problems  cited  regarding  present 
proprietary  school  practices  is  branching.  From 
yorr  perspective,  what  should  be  done  about 
branching,  and  should  any  one  part  of  the  triad  be 
more  responsible  than  another? 

A.      Prior  to  being  certified  for  eligibility  for 

participation  in  Title  IV  programs,  branch  campuses 
should  be  required  to  operate  for  two  years  without 
participating  with  in  federal  student  financial 
assistance  programs* 


Q-      &  you  favor  the  establishment  of  Federal  standards 
regarding  the  licensing  of  proprietary  schools? 

A.      Minimum  federal  standards  for  licensing  schools 
should  be  established  and  all  states  should  be 
required  to  adhere  to  them.    States  failing  to  do  so 
would  run  the  risk  of  losing  all  federal  student 
financial  assistance  to  their  schools. 
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Hearing  Follow-up  Questions 
Joe  L.  KcCormick 
Executive  Director 

Texas  Guaranteed  Student  Ix>an  Corporation 
September  21 r  1990 


Q,      Why  do  vie  need  50+  separate  guarantee  agencies?  Why 
can't  it  be  a  much  smaller  number?    Aren't  they 
duplicative :  since  many  of  them  operate  in  a  number 
of  States? 

A.      The  partnership  among  the  federal  government, 

guarantors,  lenders,  and  schools  has  ©ade  such  a 
large  delivery  system  possible*    If  the  guaranteed 
student  loan  program  evolves  toward  participation  by 
only  a  few  national  lenders,  secondary  markets,  and 
guarantors,  which  places  the  major  bulk  of  the  loan 
and  Insurance  volume  in  a  small  group,  the  risk  to 
the  Federal  Government  of  incurring  higher 
liabilities,  compliance  problems,  or  bailout  would  greatly 
increase.  Widescale  participation  provides  the 
advantage  of  risk  diversification  for  the  Federal 
Government.    Competition,  diversity  and  flexibility, 
all  of  which  affect  the  quality  of  customer  service, 
would  not  be  present  if  a  single  guarantor  or  only  a 
few  large  guarantors  were  administering  the 
guaranteed  student  loan  program. 
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staff  statement 
u.s.  senate  permanent  subcommittee  on  investigations 

CONCERN I NG 
THE  CULINARY  SCHOOL  OF  WASHINGTON 
OCTOBER  5,  1990 


I.  INTRODUCTION 

Mr.  Chairman  and  Member*  of  the  Subcommittee,  as  you  will 
recall  from  last  month' »  testimony,  the  staff  presented  a  case 
study  on  the  Culinary  School  of  Washington  and  it 'a  owners,  Barkev 
and  Mary  Ann  Kibarian.  Thia  analysis  revealed  that  the  "triad"  of 
state  licensing,  accreditation  and  ultimately  the  Department  of 
Education  fell  short  of  effectively  and  promptly  overseeing  the 
activities  of  the  Culinary  School.  This  allowed  the  Kibarians  to 
take  advancage  of  Title  XV  programs  for  eight  years  during  which 
the  Department's  Inspector  General  repeatedly  identified  patterns 
of  misrepresentations  to  government  agencies  and  noncompliance 
with  program  requirements  by  the  school. 

Subsequent  to  the  last  hearing,  the  staff  has  uncovered 
additional  information  that  may  be  of  relevance  to  the 
Subcommittee's  review  of  the  Culinary  School  of  Washington  as  well 
as  to  Mr,  Kibarian fs  appearance  here  this  morning 


II.         REFUND  PftECftS 

As  you  recall,  the  Culinary  School  was  subject  to  a  number 
of  criminal  investigations  from  1984  to  1988.  The  major 
investigation  was  conducted  by  the  Inspector  General  and  began  on 
April  19,  1985.  This  investigation  was  closed  by  the  Inspector 
General  on  October  3,  1988  because  "criminal  intent  would  be  very 
difficult  to  prove*" 

However,  a  subsequent  review  on  Nay  21 ,  1990  by  an 
Inspector  General  Inspection  Team  disclosed  that  the  school  was 
understating,  not  making  or  making  untimely  refunds  of  student 
loans.  The  report  concluded  that  this  was  a  persistent  problem 
and  in  an  apparent  effort  by  the  school  to  delay  and  conceal  it, 
checks  were  backdated,  stop-payment  orders  were  svade,  and 
inaccurate  records  were  prepared, 

S.nce  the  last  hearing,  the  former  Culinary  School 
comptroller,  Hamid  Tabatabi,  has  provided  an  statement  to  the 
Subcomittee  staff  confirming  this  information.  I  ask  that  Mr. 
Tabatabi  's  statement  be  entered  as  an  exhibit  at  this  time.  In 
interviews,  Mr.  Tabatabai  told  the  staff  that* 

The  School  was  having  cash  flow  problems  and  very  few 
refund  checks  were  issued  between  January  and  June  1986, 
this  led  to  a  temporary  suspension  by  the  Higher 
Education  Assistance  Foundation  (HEAF)  in  June  1986,  but 
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the     school     managed    to    obtain     student     loans  from 
Wisconsin  Higher  Education. 

However  because  of  the  committment  to  HEAF,  the  school 
was  unable  to  make  any  refunds  on  the  loans  obtained 
from  Wisconsin*  Dr.  Kibarian  was  fully  aware  of  the 
fact,  but  payments  to  HEAF  had  a  top  priority. 

The  school  started  participating  in  the  Supplemental 
Loans  for  Students  (SLS)  program  in  March  or  April  1987 
which  helped  its  liquidity  and  facilitated  a  lump  sum 
payment  on  the  late  refunds  to  Wisconsin  Higher 
Education. 

In  early  1988,  I  was  instructed  by  Dr.  Kibarian  to 
ensure  that  all  the  refund  checks  were  prepared  within 
the  30  day  time  limit  even  if  I  did  not  receive  the  list 
of  drop  outa  until  after  the  30  days.  In  order  to  do 
this  I  was  instructed  to  backdate  the  refund  checks  so 
the  payments  appeared  to  be  made  within  the  30  days. 

In  November  1989 ,  Dr.  Kibarian  asked  me  to  provide  him 
with  a  list  of  the  refund  checks  which  had  not  cleared 
the  bank  so  a  stop  payment  could  be  placed  on  them  as 
the  money  was  needed  for  other  purposes,  apparently  to 
pay  for  the  legal  fees  of  Dr.  Kibarian* s  attorney. 

In  his  testimony  on  September  13th,  Mr.  Sopko  stated  that 
HEAF  constantly  complained  that  the  Culinary  School  was  not  making 
timely  repayments  on  the  approximately  $500,000  in  refunds  they 
owed  from  1986. 

The  comptroller's  statement  indicates  that  Mr.  Kibarian 
used  the  money  he  was  supposed  to  pay  in  refunds  to  the  Wisconsin 
Higher  Education  Fund  (Wisconsin)  to  pay  off  the  refunds  he  owed 
to  HEAF.  He  then  used  the  Supplemental  Loans  for  Students  (SLS) 
loans  to  pay  Wisconsin  while  using  other  refund  money  to  pay  his 
mounting  legal  fees.  it  appears  he  was  "robbing  Peter  to  pay 
Paul**  and  that  only  when  Mr*  Kibarian  ran  out  of  "banks  to  rob" 
was  he  forced  to  declare  bankruptcy* 

III.       CHRONOLOGY    OF    ACTIVITIES    SURROUNDING    THE    UNIVERSITY  Of 
BRIDGEPORT  AND  MR.   KIBARIAN ' S  HEALTH 

As  you  indicated  Mr.  Chairman ,  Mr*  Kibarian  was  excused 
from  testifying  on  September  13th  because  of  alleged  medical 
problems.  Mr.  Kibarian' s  physician  recommended  he  avoid  stressful 
situations  such  as  testifying  before  the  Subcommittee.  The  staff 
interviewed  Mr.  Kibarian 's  physician  and  asked  if  he  was  aware 
that  Mr.  Kibarian  was  currently  involved  in  starting  a  business 
venture  and  if  this  was  considered  a  stressful  situation.  The 
physician  did  not  directly  respond  to  staff  questioning  but  merely 
restated  that  Mr.  Kibarian  should  avoid  heavy  stress. 
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To  recap  the  facta  as  we  know  it  concerning  Mr.  Kibarian's 
health,  we  have  laamad  that  on  Kay  13,  1990 f  Mr,  Kibarian  was 
examined  by  the  Valley  Hospital  in  Nan  Jersey  complaining  of, 
among  othar  things,  difficulty  in  spaaking  claarly.  xr.  Kibarian 
than  was  treated  and  released* 

*  On  May  15,  Mr.  Kibarian  was  examined  by  his  personal 
physician  because  of  a  weakness  to  his  face.  Ha  was  subsequently 
examined  by  a  neurologist  who  agreed  that  Mr,  Kibarian  probably 
had  suffered  a  small  stroke. 

*  On  May  17,  Mr.  Kibarian  was  again  examined  by  his 
physician  who  could  not  detect  any  further  symptoms  and  noted 
great  improvement  in  his  condition. 

*  The  staff  previously  reported  that  during  the  summer  of 
1990,  Mr.  Kibarian  commenced  a  nation-wide  mass  mailing  proposing 
to  establish  a  new  culinary  school.  at  that  time  the  staff 
concluded  there  was  no  evidence  that  anyone  has  taken  the 
Kibarians  up  on  their  proposals.  However,  the  staff  has  now 
discovered  that  the  University  of  Bridgeport  in  Connecticut 
seriously  responded  to  this  offer, 

*  The  staff  interviewed  the  provost  and  vice  president  of 
the  university  of  Bridgeport,  Dr.  Edwin  Bigel,  who  said  he  met  Mr. 
Kibarian  on  Hay  27,  1990  whan  Mr.  Kibarian  visited  the  university 
campus  to  discuss  his  offer  to  create  a  chefs  program  at  the 
university.  This  was  ten  days  after  his  visit  with  his  physician 
and  leae  than  2  weeks  after  his  alleged  "stroke-like"  symptoms. 

*  Dr.  Eigel  was  surprised  when  the  Staff  informed  him  that 
the  Culinary  School  of  Washington  was  bankrupt.  He  was  totally 
unaware  that  the  Culinary  School  had  lost  its  license  to  operate 
in  the  State  of  Virginia  and  the  District  of  Columbia,  that  they 
had  lost  their  accreditation  and  their  eligibility  for  Title  IV 
funding.  Apparently,  the  Kibarians  had  never  informed  the 
Bridgeport  officials  of  these  facts. 

*  Dr.  Eigel  of  the  University  of  Bridgeport  has  provided  a 
letter  dated  May  30,  2990  he  received  from  Kr.  Kibarian.  In  the 
letter  Mr.  Kibarian  proposed  a  meeting  on  June  1,  1990  to  finalise 
an  initial  agreement  to  initiate  -the  program"  on  June  4,  1990. 
He  asked  for  office  space  at  the  University  to  begin  his  work  on 
June  1,  1990,  and  to  continue  throughout  the  next  week.  Mr. 
Kibarian  mentioned  that  three  other  employees  will  join  him  "in  a 
few  days*  to  recruit  for  a  class  starting  on  July  16th.  The 
regaining  staff,  he  said,  would  arrive  on  June  6,  1990.  Mr. 
Kibarian  included  a  signature  line  for  Dr.  Bigel  which  indicated 
the  agreement  would  be  dated  sometime  in  May  of  1990. 

*  On  June  18,  1990  Mr.  Kibarian  wrote  to  Dr.  Janet 
Greenwood,  the  President  of  the  University  of  Bridgeport.  In  the 
letter,  Mr.  Kibarian  refers  to  spending  a  week  in  a  dormitory  at 
the  University.     Dr*  Sigel  confirmed  that  he  met  with  both  Mr.  and 
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Mrs.  Kibarian  on  June  1,  1990  and  that  thoy  remained  at  the 
university  throughout  the  following  week  discussing  their  proposal 
to  set  up  a  chefs  school  at  the  university. 

In  this  letter,  Mr,  Kibarian  states  he  has  the  names  of  300 
prospective  students  hero  in  Washington  that  "would  be  excited  at 
thd  opportunity  of  earning  an  associate  degree  from  a  four-year 
university,"  The  staff  questions  how  Mr.  Kibarian  was  able  to 
identify  300  people  interested  in  earning  an  associate  degree  from 
a  four-year  university.  This  creates  the  possibility  that  he  is 
actively  recruiting  prospective  students  in  Washington.  If  Mr. 
Kibarian  did  recruit  prospective  students  to  attend  the  University 
of  Bridgeport,  he  may  have  done  so  illegally. 

As  you  will  recall  from  our  last  hearing,  Mr,  Kibarian  is 
currently  not  licensed  to  recruit  in  the  District  or  in  Virginia. 
Moreover,  Dr.  Eigel  said  that  he  warned  Mr,  Kibarian  that  he  could 
not  recruit  any  students  or  send  out  any  advertisements  until  he 
was  licensed  to  do  so  by  the  state  of  Connecticut. 

It  is  also  evident  in  this  letter,  that  Mr.  Kibarian 
continues  to  view  his  proposal  more  as  a  money -making  scheme  than 
as  an  educational  venture.  In  the  letter,  Mr.  Kibarian  spends 
little  time  concerning  educational  issues  but  talks  extensively  of 
revenue  being  plowed  back  to  build  a  sales  force  and  of 
eliminating  the  university's  $12,5  million  debt  by  creating  the 
new  culinary  school. 

He  suggests  as  one  source  of  revenue  that  the  university 
operate  food  carts  which  "would  be  roaming  the  building, 
dormitories  and  offices"  with  "a  cup  of  capuccino  a  la  Viennese 
with  fresh  cream,  jimmies  or  chocolate  in  the  coffee."  He  claims 
that  a  cart  offering  miniature  pizzas,  milk  and  desirable  items 
would  be  "stampeded" .  He  also  proposes  that  a  "full  fare  delivery 
can  also  reach  out  to  (the  cities  of)  Fairfield,  Bridgeport, 
firms,  and  offices  and  also  ships  and  yachts."  In  order  to  save 
on  labor  and  management  costs,  Mr.  Kibarian  promises  to  operate 
the  carts  through  an  "internship  and  apprenticeship  program- . 

His  proposal  raises  the  issue  of  whether  Mr.  Kibarian  is 
suggesting  that  his  new  students  work  for  him  and  the  University 
for  free  or  at  below  minimum  wages.  Apparently  such  an  arrangement 
was  previously  utilized  by  the  Culinary  SchooJ  and  the  Blue  Plains  | 
Sewage  Treatment  Plant  which  caused  one  former  school  official  to 
complain  that  it  amounted  to  "slave-labor* - 

*  Dr,  Greenwood  received  another  letter  from  Mr.  Kibarian 
on  July  19,  1990  expressing  gratitude  for  meeting  with  both  Mrs. 
Kibarian  and  him,  Mr.  Kibarian  also  proposed  a  marketing  scheme 
where  they  would  send  a  letter  "to  random  selected  leads  not  being 
worked  and  drop-outs."  The  idea  of  this  notice,  according  to  hr. 
Kibariar     was  to  measure  interest  in  a  proposed  program. 
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*  On  September  6,  1990,  Mr.  and  Mrs.  Kibarian  ware  aach 
served  a  subpoena  to  testify  before  this  Subcommittee  on  September 
13,  1990.  * 

*  Within  24  hours  Mr.  Kibarian  reported  that  the 
stroke- like  symptoms  had  reoccurred.  His  physician  could  not 
demonstrate  any  objective  findings,  in  speaking  with  Mr. 
Kibarian'*  attorney,  Stephen  Matthews,  the  physician  was  told  that 
Nr.  Kibarian  had  been  slurring  his  speech.  Mr.  Kibarian* a 
phyaician  referred  this  matter  to  the  neurologist  who  did  not  feel 
any  further  testing  was  necessary. 

*  When  the  staff  spoke  with  the  physician  on  September  11, 
1990,  we  asked  if  he  was  aware  that  Mr.  Kibarian  was  currently 
involved  in  trying  to  start  a  business  and  if  he  considered  this 
to  be  a  stressful  situation.  The  phyaician  said  that  Hr.  Kibarian 
should  avoid  heavy  stress  and  he  should  be  allowed  to  rest  for 
several  weeks  to  make  sure  there  were  no  further  symptoms  of  a 
atroke . 

*  Xn  spite  of  this  recommendation  to  rest  for  several 
weeks,  on  September  18,  1990,  Mr.  Kibarian  sent  the  University  of 
Bridgeport  another  proposal  including  that  the  school  provide 
living  arrangements  for  Mr.  and  Mrs.  Kibarian  to  initiate  the 
program  and  begin  to  recruit  atudents  and  faculty.  In  that  letter 
Mr.  Kibarian  proposed  to  start  work  on  October  1,  2990.  He  also 
agreed  to  travel  to  Bridgeport  to  finalise  the  contract  and 
scheduled  a  mooting  with  university  officials  on  September  21, 
1990,  juit  8  days  after  he  had  been  originally  scheduled  to 
testify  before  this  Subcommittee  but  could  not  due  to  his  desire 
to  av;;id  "stress**. 

-  On  September  19th,  the  day  after  Mr,  Kibarian  sent  this 
proposal,  his  attorney  wrote  to  the  Subcommittee  reiterating  Mr. 
/.iN&r  doctor'*     request     that     in     light    of     his  medical 

condition,  "[f]or  the  irrajKidiate  future. [Mr .  Kibarian]  should  not 
bo  p-atfis-  in  any  stressful  situation." 

in  addition,  the  staff  has  also  learned  that  Mr.  Kibarian 
>.f  apparently  trying  to  find  a  new  guarantee  agency  to  back  his 
student  loans  so  ho  can  restart  a  cul  Uiary  school .  Staff  from  a 
private  agency  dealing  with  guarantee  agencies,  told  the 
Subcommittee  staff  that  on  August  7,  1 990,  Mr.  Kibarian  caUed  and 
a»ked  for  a  directory  of  all  thr  guarantee  agencies  nationwide. 
Th^s  inrJ* vidua \  sent  him  i  somevh&t  outdated  federal  directory 
listing  p^st  of  the  guarantee  agencies  but  not  necessarily  the 
proper  addresses  or  phono  number* .  This  individual  stated  they 
ware  suspicious  of  Mr.  Kibarian* «  request  because,  as  they  put  it, 
the  "word  on  ttu  street"  wa*  that  one  had  to  be  careful  when 
dealing  vitft  Mr.  Kibarian. 

This  does  uot  appear  to  be  the  flrnt  ti»e  Mr.  Kibarian  has 
shown  interest  in  guarantee  agencies.  Kancy  widerspan,  the 
Director    of    the    Nebraska    Student    loin    Program,     told  the 
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Subcommittee  that  she  recalled  a  westing  three  years  ago  with  Mr. 
Kibarian  and  one  other  person  from  the  Culinary  School  of 
Washington.  The  purpose  of  the  meeting  was  to  discuss  Mr. 
Kibarian'*  interest  in  starting  his  own  guarantee  agency.  Ms. 
Widerspan  did  not  pursue  this  matter  further  and  is  unaware  of 
what,  if  anything,  Mr.  Kibarian  did  in  regards  to  this  desire  of 
his. 

IV.  C0KCLUS10N 

In  sum,  since  our  last  hearing  on  the  Culinary  School,  the 
staff  has  developed  further  information  concerning  potentially 
fraudulent  acts  by  the  Kibariane  both  while  with  the  Culinary 
School  and  since  its  recent  demise.  Through  statements  of  the 
former  comptroller,  the  staff  has  confirmed  that  Mr.  Kibarian 
repeatedly  manipulated  the  refund  checks  that  the  school  was 
required  by  both  HEAF  and  the  Department  of  Education  to  make  to 
students  who  had  withdrawn  from  the  school.  Mr.  Kibarian* s 
actions  became  so  egregious  that  the  comptroller  finally  resigned 
in  disgust. 

Since  the  school  s  demise  both  Mr.  and  Mrs.  Kibarian  have 
attempted  to  reestablish  the  culinary  school  apparently  without 
advising  the  University  of  Bridgeport  or  other  individuals  of  the 
true  nature  of  the  operations  of  the  Culinary  School  of 
Washington.  Their  activities  both  predate  the  last  hearing  and 
continued  at  least  up  to  Friday,  September  21,  1990  —  a  period 
during  which  Mr.  Kibarian  s  health  allegedly  could  not  withstand 
the  stress  of  testifying  before  this  Subcommittee. 

Mr.  Chairman,  that  concludes  our  statement,  we  would  be 
happy  to  answer  any  questions  you  may  have. 
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Ke:      ttGjjQtljiO.'rrwcK  ll'I^in^J&hii^iCsrtiPcd  .toJHPt* 
Drar  Ms  Hill 

Thank  \ou  for  tak.ug  wro-c  to  meet  vnth  mc  and  representatives  of  the  Association 
of  Certified  trucking  Schools  CACIS")  regarding  the  issue  of  government  loans  to 
students  attending  proprietary  truck  driver  training  schools.  We  hope  our  meeting 
helped  the  Subcommittee  underhand  the  important  role  short  courses  oJfered  by 
proprietary  schools  engaged  m  commercial  driver  training  arc  new  playing  m  trying  to 
soke  the  critical  shortage  of  drivers  in  the  trucking  industry.  As  we  mentioned  during 
our  meeting,  the  need  for  drivers  is  expected  to  be  350,000  annually  for  the  next  several 
Years  In  addition,  J  hope  wu  found  our  schools'  experiences  with  lending  institution?, 
useful  for  your  hearings  and  report.  We  again  urge  the  Subcommittee  to  eoitadci 
requiring  lenders  to  maintain  a  mixed  portfolio  of  loans  to  proprietary  and  non- 
proprietary schools  We  also  encourage  the  Subcommittee  to  consider  further  the 
certification  concept  that  we  discussed  in  our  meeting 

During  our  meeting  you  requested  additional  information  regarding  the 
certification  process  in  the  truck  driver  naming  industry  and  the  role  of  the  Professional 
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Truck  Driver  Institute  of  America  (*PTDIA*).  Wc  also  understand  that  the  subject  of 
PTUIA  certification  was  discussed  by  the  staff  and  Senator  Nunn  at  the  Subcommittee 
hearings  on  September  12  and  13.  It  is  our  belief  that  the  certification  concept,  as 
exemplified  by  PTDIA,  can  play  an  important  role  in  determining  institutional  eligibility 
for  student  loan  programs  irrespective  of  individual  school  default  rate  experience. 
Programmatic  certification  of  compliance  with  industry  standards  for  course  content  and 
training  practices,  coupled  with  effective  monitoring  of  business  practices,  can  help  to 
curb  some  of  the  abuses  that  have  occurred  in  the  past 

We  also  wanted  to  explain  further  the  Professional  Truck  Driver  Institute  of 
America.  PTDIA  is  an  independent,  not-for-profit  organization  established  in  198S  It 
ls  supported  by  a  broad  spectrum  of  truck  and  equipment  manufacturers  and  suppliers, 
motor  earners,  insurance  companies,  drivers  and  trade  associations.  The  training  schools 
themselves  are  prohihligd  from  providing  financial  support  to  PTDIA.  Since  its 
inception  the  Institute  has  sought  to  advance  truck  driver  training,  safety  and 
professionalism  to  the  highest  level  possible. 

The  content  of  courses  and  the  method  of  training  (which  includes  proprietary 
schools,  public  education  institutions,  in-house  motor  carrier  programs,  etc)  are 
independently  evaluated  by  PTDIA  at  the  request  of  the  training  facility.  The  evaluation 
is  conducted  through  a  rigorous  on-site  inspection  and  review  of  objective  criteria  which 
conform  to  curriculum  standards  and  training  practices  established  by  the  Federal 
Highway  Administration  fFHWA")  and  which  are  recognized  by  the  trucking  industry 
itself.  The  FHWA  guidelines  were  adapted  by  PTDIA  with  representatives  of  the 
trucking,  insurance,  driver  training,  and  supplier  industries.  A  copy  of  a  "checklist" 
containing  the  standards  by  which  each  school  is  evaluated,  as  well  as  a  larger  document 
containing  the  specific  certification  criteria  are  enclosed.  Currently,  courses  at  34 
schools  in  21  states  have  been  certified,  with  another  II  being  considered  for 
certification  m  October.  Also  included  here  is  a  current  list  of  the  PTDIA-certified 
schools. 

The  guidelines  permit  PTDIA  to  evaluate  and  certify  the  practices,  curricula  and 
methods  of  commercial  driver  training  by  schools  in  the  United  States  We  know  of  no 
similar  program  conducted  by  any  of  the  accrediting  bodies  in  any  vocational  area,  nor 
are  we  aware  of  other  industries  which  have  embraced  the  certification  concept  to 
ensure  the  highest  quality  of  entry-level  employees.  We  encourage  the  Subcommittee  to 
consider  further  the  certification  concept  as  an  alternative  to  the  present  accreditation 
program. 

The  importance  and  credibility  of  PTDIA  certification  have  been  recognized  by 
many  private  industry  and  governmr  ,t  organizations.  For  example,  in  a  July  1990  Public 
Notice  (Tacts  for  Consumers'),  :he  Federal  Trade  Commission  advised  prospective 
students  seeking  a  career  in  commercial  driving  to  first  contact  PTDIA  to  determine 
whether  the  school  they  were  considering  attending  had  been  evaluated  by  PTDIA,  and 
whether  the  school  met  the  FHWA  guidelines. 
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In  sum,  we  believe  the  independent  certification  concept  as  implemented  by 
PTDIA  has  merit  for  determining  institutions  which  should  be  eligible  for  government 
educational  loans  or  grant  programs.  This  is  especially  true  in  industries  where  there  is 
concern  about  the  quality  and  value  of  training  currently  being  provided  to  students. 
Course  and  curricula  certification  patterned  after  the  PTDIA  example  accomplishes  what 
accreditation  cannot;  it  can  help  raise  the  overall  quality  of  training  of  students  for  entry 
into  the  relevant  industry,  thereby  benefiting  students  and  ensuring  that  any  government 
funds  are  better  spent. 

Finally.  Grace  McPliearson  asked  whether  the  Department  of  Education  ("DOE") 
and  the  Department  of  Labor  ("DDL")  were  aware  of  PTDIA  certification.  The  DOE 
is  aware  of  PTDIA  certification  as  a  result  of  PTDIA's  contacts  with  the  Assistant 
Secretary  for  Post-Secondary  Education  last  year.  DOE  did  not  evidence  interest  in 
PTDIA  certification.  The  DDL  was  briefed  on  PTDIA  certification  but  indicated  there 
were  no  industry-specific  DDL  grant  programs  which  seemed  suitable  to  meet  the 
trucking  industry's  driver  training  needs. 

We  appreciate  the  attention  that  you  and  your  staff  have  given  to  us  thus  far,  and 
we  look  forward  to  working  with  you  and  Senator  Nunn  as  you  continue  your 
investigation.  Following  the  conclusion  of  the  current  hearings  I  will  contact  you  to 
discuss  this  matter  further.  If  you  have  any  questions,  please  do  not  hesitate  to  call. 

Best  regards. 


cc:   Daniel  F.  Rmrel.  Esq 

Chief  Counsel,  Minority 
Ms.  Grace  T.  McPheaison 
Investigator 

Enclosures 


Sincerely, 


K.  Michael  O'Connell  k 
Counsel  to  the  Professional 
Truck  Driver  Institute  of  America 
and  the  Association  of  Certified 
Trucking  Schools 
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PROFESSIONAL  TRUCK  DRIVER  INSTITUTE  OF  AMERICA 
676S  Elk  Orova  Blvd. ,  Suit*  20 
Elk  Crove,  CA  95604 
(916)  686-5146 

R^KftQT.c  WITH  PTMA  CERTIFIED  COURSES  LISTED  »Y  STATE 
AS  OF  JULY  29.  lt»Q 

The  following  entry  lev«l  driver  training  coursee  art  certif led 
toy  PTDIA  «*  of  ^uly  29,  1990.    These  schools  may  of  far  othar 
coursee  that  have  not  baan  cartifiad  by  PTDIA.    If  you  hava  any 
questions  regarding  the  PTDXA  status  of  a  school,  pleas*  call 
(9X6)  686-5146.    Tha  schools  and  campus  locations  ara  as  follows: 


Diaaal  Driving  Acadeay 
3295  Wetusspka  Highway 
Montgomery,  At   56 no 
1-800-551-8900 


#380030501  *  tteefc 
#880030502    8  Week 


Swift  Transportation 
5601  Wast  Mohave 
Phoenix,  AZ    a 50 31 
(602)  269-9700 


#890020001  Day 
#890020002  Evening 


Diesel  Driving  Acadeay  #880030301    8  Keek 

2300  Redmond  Road,  Bldg.B  #880030302    4  Week 

Jacksonville,  AR  72076 
1-600-551-8900 


CAT.TFQRWTX 

Dootson  Truck  School 
11625  Clark  Street 
Arcadia,  CA  91006 
(818)  303-1900 


#900050001  7  weak  FT 
#900050002  11  Keek  PT 


U.S,  Truck  Driving  School  #880070403  302  Hr.  FT 
924  Rialto  Avenue  6  Keek 

RialtO,  CA  92376  #880070404  3C2  Kr.  PT 
(714)  675-8000  12  Week 
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California  (continued) 

Truck  Driving  Acadeuy 
5711  Plorin-P#rkin*  Road 
Sacraaento,  CA  S582S 
(916)  381-2285 


#890060001  Day 
#890060002  Evening 


HTA  School 

2 07 7  Pike  Avenue 

San  Leandro,  CA  94577 

(415)  357-1550 


#900040301  weekday 
#900040302  weekend 


U.S.  Truck  Driving  School 
8150  W.  46th  Avenue 
Whaat  Ridga,  CO  80033-311 
1*800*727-7364 


UtS,  Truck  Driving  School 
1982$  Wigwam  Road 
Exit  119 ,  1-25 
Midway,  CO  81008 
(719)  382-3000 


#880070103     302  Kr.  FT 

6  week 
#380070104     302  Kr.  FT 
12  Week 


#880070203     302  Hr*  FT 

6  week 

#880070204     302  Kr.  FT 
12  Weak 


Chicago  Truck  Driving  School 
2235  West  74th  Street 
Chicago,  XL  60636 
X-80O-36-LEARN 


#880020001  320  Hour 
(EXPIRES  9/15/90) 


American  Transportation 

Education  Canter* 
3151  K.  Chain  of  Rocks  Road 
Granite  City,  XL  62040 
1-800-3*2^1558 


#880000201  Day 
#880080202  Weekend 


USS&tXh 

SS'S*  T"lni"'  """/"".coo*  svnino 

3,-800-333-8983  #880090004  Day 


9 
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P*9«  3 

Indiana  (continued) 

North  American  van  Lines  #890050001    27  Day 

5001  U.S.  Highway  30  Wast 

P.O.  Box  9*8 

Fort  Wayna,  IK  46801 

(219}  429-3114 


Commercial  Orivar  Institute  #890080101    304  Hour 

24645  State  Road  23 

P.O.  Box  2853 

South  Bend,  IK  46680 

1~B00~832~7364 


HTA  School 
325  K.  Taylor  Road 
Garrett,  IK  46738 
(219)  357-5146 


#900040201  Weekday 
#900040202  Weekend 


Diesel  Driving  Academy 
3523  Greenwood  Road 
Shreveport,  LA  7H09 
1-800-551-8900 


#880030101  8  Waafc 
#880030102     4  Week 


Diesel  Driving  Academy  #880030201    8  Week 

8136  Airline  Highway  #880030202    4  Week 

Baton  Rouge,  LA  70815 
1-800-551-8900 


American  Truck  Driving  School  #880010201    PTD  100 

150  S.  Michigan  Avenue  #880010202  PTD  200 
Coldvater,  MI  49036 

1-800-999-8012  (EXPIRES  9/15/90) 


Professional  Driver  Institute  #890010001    8  Week 

18266  W.  tfS  12 

P.O.  Box  276 

Kaw  Buffalo,  MX  49117 

1-800-2*22-1762 


ERIC  35-753  0-90-17 
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Michigan  (continued) 

Elton  Roadranqer  Training 
2400  H»  Burdick  Street 
Kalaaasoo,  MI  4900? 
1-800-325-6733 


Institute 

#890070001  6  W5c  FT 
#$90070002  16  WK  PT 


Diesel  Driving  Academy 
4725  McRaven  Road 
Jackson,  MS  39209 
1-800-551-8900 


#880030401  8  Week 
#880030402    4  Week 


KlfifieSRX 

American  Transportation 

Education  Centers 
#7  Industrial  Drive 
Crystal  City,  KO  63019 
1-800-367-1303 


#880060101  Day 
#880080102  weekend 


Crete  Carrier  Corporation  #880050001  Day 

400  KW  56th  Street 
Lincoln,  HE  68528 
1-800-888-4095 


™»  micp 

Albuquerque  Tech/Voc  Institute  #900010001 
525  Buene  Vista  ST. 
Albuquerque,  KM  87106 
(505)  768-0703 


Tucuacari  Area  vocational  School  #890110001 
824  West  Mines 
Tucuocari,  NK  86401 
(505)  461-4413 


505 


Paga  5 
MW  YORK 

Coiu&ercial  Driver  Training,  Inc. 
600  Patton  Avanua 
Vist  Babylon,  KV  11704 
(516)  249-1330 


#8*0100001  FT 

#890100002  PT 

#890100003  PT 

#890100004  FT 


KORTH  Carolina 

Carratta  Trucking,  Inc.  #900020001  FT 

(in  partnarahip  with  Isothermal       #900020002  PT 

community  College) 

P.O.   Box  727 

Foraat  City.  HC  28043 

(704)  453-0771 


OHIO 

Pro  Driva  #890090202  Extended 

Kid-American  Training  Centar  #890090203    4  Waak 

1?1  Rivaraida  Drive  Residant  Training 

Navark,  OK  43055 
i~800-88S-3128 


U.S.  Truck  Driving  School 
7500  Now  Sapula  Road 
Tulsa,  OK  74131 
1*800-234-7364 


#S80C70303     302  Hr .  FT 

6  Week 
#880070304     302  Hr.  PT 
12  wtak 


Oklahoma  Vo/Tach  -  Cantral  #900030001 
3  CT.  Circla 
Drumright,  OK    74  030 
(918)  352-2551 


PENNSYLVANIA 

KTA  School  #900040103  Weakday 

1180  Zaagar  Road  #900040104  Watkend 

Eliaabethtovn,  PA  17022 
(717)  367-1555 


515 
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Page  6 
Xtt&t 

American  Truck  Driving  School 
Highway  339  South 
Prairie  Hill,  TX  76678 
1-800-888-3664 


#880010101  PTO  100 
(EXPIRES  9/15/90) 


WlflKINQTOM 

Commercial  Training  servicei 
24325  Pacific  Highway  South 
D*»  Moinea,  WA  98198 
(306)  824-3970 


/880100201  FT 
#880100202  PT 

(EXPIRES  9/15/90) 


KftfiSHfllM 
Pro  Driva 

American  Training  Center 
13629  Highway  K 
Frankavllle,  WI  53126 
1-800-888-2128 


/890090102  Extended 


PTD 


XA  certified  courses  are  offered  at  34  school*  in  21  state*. 
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Scutt  P****tt  Sstaswstttte 

Oft  ilffStifStiON 


ACCREDITING  AGENCIES'   FINANCIAL  STATEMENTS  * 
ANALYSIS  BV  THE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 


With  the  assistance  of  tho  Office  of  Inspector  General , 
U.S.  Department  of  Education ,  an  analysis  was  conducted  of  the 
accrediting  agencies'  financial  statements,  vhich  were 
submitted  pursuant  to  the  Subcommittee's  May,  1990  subpoenas. 
This  analysis  shows  that  each  accrediting  agency  experienced 
significant  growth  over  the  five-year  period,  1985-1989,  as 
reflected  by  the  increase  in  their  revenues.    For  1985,  the 
combined  revenues  of  the  seven  accrediting  agencies  involved  in 
our  investigation  was  $8,5  million?  by  1989,  this  amount 
doubled  to  $17  million.    The  percent  increase  in  revenues 
ranged  from  a  low  of  41%  (for  ABKBS)  to  a  high  of  5901  for 
ACCET,    Membership  dues  accounted  for  the  majority  of  the 
revenue  increases . 
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Accromsa  scrsao  or  malth  odcatio*  scsoou  (amus) 


rr  1916 

rr  1996 

FY  1997 

rr  1989 

FY  1999 

aaarlcan  «»dlc«i  Ta©bnolo*Ut» 

Application  and  Imi 

ttoraafeop  Xftcoa*  -  Hat 

Afpaal  rrocaadtafa  Xacoaa  -  K«t 

School  XMp#cti©a  X»00»a  -  Hct 

Xntarast 

69.974 
U1.T60 
470 

0 

(162) 
0 

49.430 
204.500 
2.611 
0 

(296) 
7.931 

0 

248.651 
2.431 
546 
2.667 
9,719 

0 

200,733 
1,272 
431 
1.793 
10.TT9 

0 

291.600 
2.669 
(159) 
723 
10.958 

Total  Ha»oau«t 

221.012 

264.406 

293.214 

315.008 

312.206 

OPtJUTIIIQ  EXPENSES: 

ftdainlttrfttivt 
G*o#r*l  Office 

Otbtr 

Cootio*»ncy 

104.973 
22.644 

6.060 
61.661 
6.605 

114.236 
40.426 

9.392 
61.261 

5.755 

140.699 
31,729 

6.163 
70.266 

9,629 

153,701 
T3.190 
i,i,6Q7 
93,146 

0 

136.661 
35.687 
4.229 
91,094 
0 

Total  Oporatin*  E*$>«niCR 

202.053 

231.072 

257,476 

291,646 

267.691 

tf«t  Xoeoaa 

16.959 

33.364 

6,735 

23,162 

44,317 

S0REA0  EQOITY,  OCTOBER  1 

20.868 

39.647 

73,161 

78.919 

102,081 

TRANSFER  OF  FUNDS  TO  THE 
AMERICAN  KEDICAi*  TECHNOLOGISTS 

(52.775) 

S0SEA0  EQUITY r  SEPTEMBER  30 

39,547 

73. m 

76.919 

102,061 

93,623 

o 
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ftCCtlPmHO  COCHCIL  FOR  CO*Ti»D 1KQ  ttKKATSO*  9*3  T**i9I|83 

1664 

1986 

1866 

1997 

1666 

1 166 

8. 660 

23.10D 

3i.U0 

69.160 

113,100 

1*0, ST6 

Ix  fm 

7.225 

4T.I4D 

136,760 

211*421 

944. 7T9 

616.314 

6f«Citl  lltMMMt 

e 

0 

0 

8 

0 

526,640 

26, Jl» 

111 ,601 

242.140 

305, J64 

404.647 

460.966 

& 

0 

3?. TOP 

131.641 

146,461 

CoaftrMc*  fa** 

0 

16.69S 

45,700 

■i.tat 

128.190 

0 

oti>«r  iao©**« 

6JT 

&.60C 

4.^96 

>76 

6,000 

»ao 

1.734 

1  .659 

1.169 

7.266 

9.902 

0 

0 

0 

XII. 376 

1X6.669 

Total  B«r»»u«* 

763,366 

471.479 

776.170 

1.460,899 

1,964.12? 

Eap«*4llur««. 
••Troll 

9o*rd  cf  Director* 
fcecrasJitiiMi  c«MiMi?n 
2x*sift«Uo&  T«»m 

l*«4>l  •  9CC*«ll**f* 

6taff  Tn*v*l 

7«l*pfeOft« 

PrifttJj**.  6ti*»U«».  P<p«t**« 

IapuaI  conf»r*nc« 

Hi«o»Uaa»vio» 

D**r«clitior> 

44alaiatr«Uvt 
Total  E*»**»diivr*« 

fc«r?*4*uti  Or*r  CPndtr!  E*S>*Qdi tur*» 
FkUW$  SalajK*  *•  of  i5«i»iri'  J 

Fund  aalanct  ac  of  Dtc#»fe«T  31 


2D. 001 

06.401 

116.646 

210.334 

441.014 

907.361 

2,967 

18.444 

21.3*6 

61,660 

67.404 

77,676 

4,360 

7.661 

6.366 

12.666 

26.996 

22.626 

3.T6J 

14.900 

11,609 

26,053 

123,736 

97.760 

6,867 

42,52! 

176,620 

263.646 

626.966 

446.290 

491 

2.926 

1,916 

6,073 

19,459 

99. 60S 

1 .243 

6.263 

4.066 

7,064 

16.064 

42.141 

2.061 

9.324 

16.220 

16.420 

33.129 

48,404 

41.612 

1 ,610 

6.973 

12.134 

17.900 

26.046 

50.326 

2.266 

23.326 

32,966 

43.262 

44.16S 

67 

2.406 

1.646 

4.116 

17.980 

19.362 

0 

0 

4.969 

10.021 

16,445 

25.316 

0 

15. 23* 

14  316 

46,634 

123.765 

31 .246 

3,763 

X2.646 

26.669 

8.662 

6.255 

9.176 

364 

0 

0 

1.692 

6,947 

21 .966 

0 

D 

0 

0 

72,045 

(73.9461 

0 

0 

0 

0 

63.511 

91.441 

0 

0 

0 

0 

0 

24.991 

49.532  279,102 

(10.461)  4.264 

0  0 

0  0 


446,603  790.497  1.946.664  X. 679.794 

24.576  26.673    (185.959)  979.366 

0  36.999       £6.939  (120.0171 

0  65,639    (X20.O17)  256.941 


UPta  tt factwe  JanP»rr  1 ,  1967 ,  &CCRT  chaD#»d  fr  ■  >  the 
C*»h  9**1*  to  tt>«  Accrual  9** la  of  Account  in* 
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ASSOCIATION  OF  XKPgPSjOtKT  COUSGtS  AKO  SCHOOLS  (AXCS) 

Mmuili  Ft  1965  tf  1986  FT  198?  Ft  1868  FY  1999 

N«ab«r*bi|>  tNi  2.200.693  1 ,990.198  2,597,411  2.851,966  2.978,999 

Education  Will  60,566  192,766  309.621  253.973  262.466 

CoBTOtie*  (29.407)    4T3.646  419.342  636,962  451.979 

rubllo«tion»  (26,071)     69.001  96.421  66.724  61.011 

StlM  20,674  40.692  62.606  46.263  24.629 

tt*0«ro«  CioUr  62.019  92.659  60,766  46.112 

Accrtfltttioa  progrui  A  dml .  9. 629  11.632  14.243  7,069 

IS)9«9t»*Bt  1b<*»*  241.249  209,281  206.999  261,602  216.673 

XBftuttBC*  r*inbur«i*4i5t  67,164  62,116  29,908 

CPAt  t*¥fttt»ft  2*«3&  ***** 

tti»c*ll*»*ou*  1.446  60.266  3,746 

Tot*l  NNAM  2.467,664  3,016.966  3. 802. 866  4.216.676  4. 056. 460 

Iduc«tioa  pr©#r*»*  UUJt  260.169  240,620  226.000 

Coovtfttioo  465.756  326.466  649.439  444.673 

Publication*  66.069  59.625  6?. 660  95.947 

S«U§  32,265  60.546  36.939  33.031 

fosourc*  conttr  62.01ft  62.659  69.069  64.639 

Accr*dit»tion  prc^r*»  A  d«vel.  195.403  176.792  242.697  268. 35S  267.094 

P»r»onn*l  «*s>«n.»o  1.051.646  1,301.038  1.466,119 

tl»cutir«  offio.  1.155.211  1.192.146  566,732  466.904  451,064 

Officer"  •xp«n»»«  IT, 363  15,734  16.045 

Bo*r4  of  Director*  A  cdmu.  120.600  166,600 

G«D*r*l  •4*l»mr*tiv#  293.109  383,766  316.793  377.671  374.242 

Profo§*loo»l  iirvicti  *n<5  f«*»        182.466  166,516  164.003  241,641  279.130 

MoftbOroMp  fttrvio**  pro«ra*  131.937  68.710  93.103  158.961  104,069 

Public  rtlstloft*  112.221  76,146 

Sptctil  *r«at«  and  projttcU  29,283  40.608  f*'iJ! 

Ufftl  tiptPitt  10.956  41,970  61.926  152.643  157.959 

Tct*l  «*C*n*«S  2.096,706  2,946,019  3.391.4S0  4.214.789  4,197.565 

Kxc«*»  of  rtv^nu**  o*«r  •xp«n««» 

M  of  Fl»c»l  hir  •nd«d.  Juno  30    368.956  72.939  411.166  3,766  (142,115) 
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RATI  ORAL  ACOttDlTIKl  COWmiOK  OT  CCSKJTOLOOT  Am  AKD  9CICTCW,  MC. 


(IUCCA3) 


8*tit*i«lac  fni 

toUettlo*  *&<  tecr*41Utlo«  t— 

Viftit4ti*«  fMt 

IlUTNt  *»d  tfivU»4  iMOM 

iftftUAl  »*«tl&£ 

MA»o»11mmwim  i»eo*# 
Total 


6*lari*t  and  b*MfHi 

CoMitWt  a«*tina» 

Biaoallaa+ou*  *aaUn*» 

Staff  an4  eoaalaaio&ar  tr*lnim 

friatln*  /  futile* tico 

toatai* 

La***  •«rric«* 

ACCOtt&tl&f  »«rrlcti 

Ceavutar  ccjuulti&j  afcd  »«rvic« 

N»t 

DtPTtClttloa  and  *»orti*«t*o<i 

l?uif**jit  aaifttasiftne* 

Off ica  •ujplH**  *nd  «ip4o»*i 

!U»o*lla&a«us 

Lq#»  OH  di**C«Jtl   Of  MMU 

SaacUl  projwcta 
ttoraahepa 
lanual  »aa tin* 
Seaeol  visit  «Kp«&»M 

Total 

E«c**»  af  ov«r  txpaatt* 

Fua4  bal*»e«,  b«f  i-tnlnj  of  y**r,  July  1 

fund  5>*1*dc»,  *nd  of  r«*r,  Jun«  30 


747.350 

471.0*0 
216.660 
107.424 


41.602 


514.050 

to. tot 

72.20* 
63*370 


•35,150 
6*6,401 

73.T7T 
•1.215 
TO. 115 

59,371 


,026.760 
734,166 
i*».7H 
92.436 

•4,026 
,298 


34 


.011.710 
771. 746 
712,003 
121. 2*1 

24.502 
221*917 


1,566.  126  1.515.103  1,665.7*8  2.617.440  3.064.766 


464.471 

606,692 

693.624 

703. »00 

807.65? 

136.619 

133.364 

166,962 

166.530 

206.72? 

134. 760 

136.  oa 

S41.69D 

116.061 

127.661 

16.440 

34.313 

7.299 

10.532 

7.992 

14.266 

16.946 

28.053 

42,176 

46,230 

69 , 367 

76,667 

63.766 

60.164 

62.900 

107.764 

76.426 

105.511 

120.713 

42,41? 

76.670 

•2.967 

116.000 

69.126 

1.375 

613 

6.604 

32.434 

46.743 

Sll  .828 

132.322 

163.342 

160,67? 

165.960 

49,676 

26.726 

23.363 

26,6?3 

34 , 367 

38.660 

36.249 

62.466 

73,712 

136.493 

126.176 

136.62?' 

103.113 

99.966 

67,277 

73.326 

66.47$ 

50.996 

35.040 

204 

29.900 

22.576 

29,254 

7.714 

63.969 

77.100 

90.466 

60.163 

130.075 

2*6.64? 

9  47*.  61? 

649.236 

1. Ml. 634 

1.469.236 

1.732.613 

2.526.091 

3.045.666 

07.492 

44.397 

(43.664) 

69.349 

38.102 

eie,?M 

666.476 

730.643 

666.959 

776.306 

666.476 

730.643 

666.969 

776.306 

6t6,4J0 
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rr  im  ft  im  ft  hit  ft  ifm  rr  jm» 

Dm,  ft<  Mtbar,  16*. 242  626.316  592. 004  •»'•»" 

Accr*4it*tlao  Application  F**«  2.100  u»'S?2  isS'JgS  itim 

M^UT  K"PUU* »:S8  l8:85  '8:88  l8:I8  I »:S| 

u...  ts*  FrlM  IneoM  1,000  27.515  20.500  *,*Sr 

CoSf.SScl.  5.000  5.000  10,000  22.017  5.000 

TOTAL  INCOME  678.219  789.719  677. $22  876.863  1,076,229 

jSK^  2J!:,S!  »a:8S  \T.?B  »8:8i  "»:SS 

MJXlr1™"  J:S?5 

SIS  ii«F^S»r«~  f-Mo  j-fj;  »■»; 

Condoainiu.  16.983  18.167  10.366  19,940  2?'?*? 

SmKui.  «.01i  12.903  7.163  3.233  i.944 

hprtautiw  -  (ContfcO  6.482  8.462  8.482  6.482  6.462 

Ottif  rurnitur*  i  EquiP^nt  3.404  26.516  10.622  6.762  82-663 

Proptrty  T*x.«  -  Condciniu.  3.705  4.002  3.976  S.B78  4.401 

OtfiC*  lM«r»ce  2.288  2.362  2.722  3.536  4.346 

OfflM  Supplies  »d  £*p«n.a*  6.665  6.667  6.525  9.810  8.450 

18.968  22.409  22.626  24.075  25.167 

8.693  10.542  8.181  8,826 

Profmiraal  A«8oci»tion6  **d  Soci#ti»«  326  223  140  804  &J© 

Lf.l  -  CDUD..1  Contract  5ttT«0  59.885  63.000  116.661  T9.658 

Ufi.l.tir*  R.portio*  0  0  4.917  6.556  5.695 

Audit  1.200  1.400  1.400  1.600  1.500 

T«i.l  50.574  86.669  39.925  41.866  66,39* 

Printing  *»d  attribution  24.764  27.751  28.811  '°'J*J  oil'IR 

££^Co.,.iW.Tr..U^  112.743  146.849  166.32J  166.256  248.T33 

TOTAL  EXPENSES  649.760  761.868  624.648  912.317  1,075.307 

Fiscal  Yaar  IFY  >  Ended  a&  of  Sareh  31  28.459  37.730  53.073  64,036  2.922 
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1AT104U1.  AfiftOCliTZOM  Of  T8AD**  AKD  ttCSKXCAi.  iCHOOiS  (KATTS) 

rr  im    rr  i8M    rr  int    n  mi    rr  i*m 


XKOOBSr 


M*ab«r  XV«* 

Appixcatioa  r*«* 

Proc*t*lA**  f*«» 

appa*x*  r**» 

Tiaitatioa  r*«*  **  — 

Xataraat  Ikom 
Dl»i«e»«  XftCOft* 

I*at#J  XfiOO** 

Taaamt  ftalaborfaaaat 

AdaiM»tr*tX«  Adv*nc*a*at 

Educator*  Korkfthop 

Public  8*l*tiona  *or*»nop 

Student  I*cruit»ai*t  Nor** 

C3$X>  W©r**hop 

financial  Aid  KorktaoP 

Xnduatrr  laXitloaa.  Inc. 

Annual  Coaf*r**o* 

»*nai*«*at  P*».  Jn*titut* 

Adaiaaioea 

Accreditation 
Publication* 
JoursaX  Incoaa 

ftlaO«n*n»OUft 

T**nti*th  Anni**r»«ry  CUT 
0*1*  on  Furnitur* 

Total  Oparatin*  Xacoa* 
9al*ri*« 

&«*linj  * 

Po+ta** 

Printing 

Off ic*  Sxp«n** 

Coa*i»*iOn* 

Prof«a*ion*l  Fsbb 
Accreditation  Trt»oi 
Aiaocaitioa  Tr*v*l 

Contributiona" 
Rent 

R**l  K*t*t*  T*x*» 

Du**  md  Publication* 

P*rroll  Tun 

Kapler**  B*c«f itc 

Public  ftalatiosa 

Honoraria 

T*laPnoaa 

OtlXltiaa 

Aaortiaatioa 

D*Pr*ciatioa 

T*jt*« 

Tr*naf*r  Tm  Co*tia4*»c* 
Continuance 

£*p*ir*  mad  »*iat*n*sc* 
Contract  6*rric*» 
Xntaraat 
Xn*ur*ne* 

Traval  and  Int*rt*in»*nt 

BiaeaXXaaaou* 

Xacoa*  Tax** 

total  ops bat i kg  kxpshses 
kit  ope*ati*o  xncc*e 

Gain  on  fral*  6f  fi«curiti*» 

KffaCt  of  AccoutBiD6  Principle  Cban#e 

KIT  IMCOttl  (IOSS) 

TKAKSrit  (TO)  nroB: 

Paraanant  R***r»*  Fund 
CoetlAf *ncr  **aar*a  fund 
Sat  Aaida  for  Furaitur* 

BALANCE  AFTER  TRAKSFEK  AKD  SET 


1.617,315  2,094.613  2. 302.350 


233.43a 
377,247 
it. 460 
65.419 
16,527 

60.860 
7,160 


6,366 
66.216 


182,399 


18,428 
27,647 
15,777 


29,201 
26.000 
21,000 
•7,128 

269,580 
19.097 

179,812 
6.628 

67,580 
8,856 
7,776 
7,400 
10,126 
61.173 
6,400 
246.944 


19.392 
24.629 
4,208 
9,570 
3,750 


107.240 
2U.232 
1.6X6 
247.6X6 
244,219 

22.0X0 
278. 676 

18,797 

t9.656 
X3.X60 
4,800 

XX. 795 
64.190 

9.514 
306.426 
30,450 


22,400 
32.602 
7,034 


2,550.6X9 
124.150 
966*950 

47.600 
309,470 
9X5, 4#* 

19.718 
282,099 

20.0TT 

SO. 7X9 
XI. 79* 

42.295 
13*900 

109,098 
96X 

3X6.703 
93.447 


23,770 
61,202 
15,013 


\,  095, 921 
224.734 
326.316 

49.600 
9X9.480 
296,457 

12.296 
252,315 

It. 6X6 

86.7X5 
16,913 

41.130 
X5.X15 

106,793 
14.015 

427,482 
72.688 
26.655 
7X.960 
34.829 
68,779 
X9.676 


2.906.345  3.200,406  4.000.701  4,898.429  6,?46.689 


65f .550 

764.269 

621, 687 

949,632 

46*. 317 

514.565 

586.611 

520.776 

128,650 

151,667 

65,160 

107,200 

156.184 

200.X 3? 

46,597 

212,972 

116.860 

67,251 

58.899 

63,471 

1.065 

4,697 

5,573 

167.320 

208.411 

2*9,851 

262.510 

271.061 

389,674 

479.728 

562,994 

07,846 

66.648 

97.508 

174.419 

68,750 

X2.600 

38.000 

26,946 

187,514 

22,635 

49.756 

60.131 

53.495 

53.074 

63,632 

71.334 

91.339 

56.996 

65,755 

66,180 

71,231 

54.630 

67.662 

56.694 

66,381 

144,597 

118.712 

476.052 

321015 

18,600 

36.736 

26,266 

20  642 

42.094 

49.915 

66.603 

46  122 

35,456 

42,270 

4T.695 

4  340 

4.566 

7,267 

T.267 

,2C7 

65.606 

136,164 

163,366 

164,545 

4.016 

6.612 

6.733 

7,343 

16.200 

-2?,2&7. 

2,489 

2.000 

.  20.655 

67.531 

49.113 

6.391 

6.227 

29.333 

X.526 

158.669 

277,328 

274.776 

267.964 

9.344 

14,007 

16.266 

45.235 

6.277 

3.166 

6.9X9 

24.176 

6.369 

X9.916 

26.824 

26.684 

100 

100 

100 

3,014.650 

3.415.453 

9.919.958 

4.233,446 

(106.505) 

(216,045) 

60.743 

464.961 

X.60X 

63.391 

112,616 

16.224 

(161.654) 

(8,689) 

(106.904) 

(161.664) 

183.670 

461,205 

X. 258, 406 
762.260 
1D8.576 
73,716 
114.399 

346,919 

890,973 
222.720 
660 

66.675 
77,047 
90.013 
115.460 
717.062 
24.000 
64.205 
60.261 
9.946 
191.911 
7,061 

12.600 
65,623 
4,660 
155,16? 
42,532 
25,202 
30,036 
100 


232,018 
93,629 


325.648 


(140.000)  (100.000) 

(200.000)  61.226 
(80.262)  (231.748) 
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INCQME 


Total  Dues 
Allocations 

Evaluation  Fees 
Secretarial  Fees 
Application  Fees 
Investment  Income 
Sales  -  Publications 
Registration  Fees 


Total  Income 

EXPENSES 

Salaries 
Fringe  Benefits 
Operating  Expenses 

Total  Expenses 


increase  In 
Fund  Balance 

Beginning  Fund 
Balance 


finding  Fund 
Balance 


COHI  MNAMm  Khl'OK'l 

mi  xm  12&2  im 


408,045.00 
(81.95Z00) 

28,800,00 
805.00 


367,00 


465,419.00 
(88,096.00) 

20,900.00 
270.00 

1,159.00 
382.00 


553,730.00 
(93,460.00) 

26,000.00 
7,640.00 

8,161.00 
441.00 


608.785.00 
(118,402.00) 

18.100.00 
26,653.00 

12,336.00 
609.44 


356,065.00 

♦ 
■ 

324,774.00 
31,291.00 

(4,486  00) 


400,034.00 

139,831.86 
37,379.16 
173.919.98 

351,131.00 
48,903.00 

44,417.00 


502,312.00 


183.504.00 
54.333.00 
197.483.68 

435320.68 


67.191.32 


111,60832 


548,081.44 

190,433.63 
50.267.95 
257.138.92 

497,840.50 
50.240.94 

161.849.26 


*  Breakdown  of  information  not  available 
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SOCTWERX  ASSOCIATION  QT  COUXaSS  AK»  SCHOOLS,  IKC.  (SACS) 

KaeoareMp  duet  3.6Q1.836  4»0*6*9S4  4,637.746  4,686,200  6,142,693 

lBve»t**»t  1»C0M  330,406  $04,815      222,605      291,9*3  371.291 

Orutl  ul  oentnct  ftti  391.476  329. ?93      188,861      178,416  310,971 

Aaauel  Beetiaf  Re#ietretion  i—m  128,323  144.429      1*3.960      192.4*0      163,  512 

fut»Uc»Uoa  »elee  29.941  30,834       42,5*5       90,2*9  *4r4*3 

r««t  *  evaluation  end  at*ncjr  titiiu&ct  65,5*0  $6,880       42.000       38.037  64.29* 

Oxhmt  Ibcosm  78.864  79.092      120,264      123,837  179,309 

Total  rtNOuti  4.622,333  5,004.853  &, 407, 693  5,768,952  6.27*. 384 

Exoe&eoe: 

Coaaiaaion*  and  projects  3.9*1,324  3,661.032  3.906.346  3.977.936  4.3*6,942 

a#B«r*l  Association  expeneee  624.04*  762.742      9*7.170  1.076.199  1.49*. 030 

Total  ftxpe&eee  4.77*, 369  4,443.774  4.763**19  5,0*4.136  6,8*1.972 

Ravanuo*  1&  «xc«t»  cf  ExF«n*ft»  (1*2.331)     661,079      644,175      714.81?  423.392 

Fufid  balasoee,  t>a»irujin*t  of  fear.  July  1        2, 2*3. 512  2,120.981  2,630.124  3.274.299  3.989,116 

Disbureaeent  to  Ford  Foundation  tb  1,936) 

Funda  beUncea,  end  of  Vaar.  Just  30  2.120.981  2.630.124  3.274.299  3.969.116  4.412.506 
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Georgia  Dtptrbwmt  o*  Education 
Office  ol  Bmewfohcatkm  PaitmeisMps 
TVs*  TusmiP  East 
Atlanta*  Geortfs  *B$44020 

UNITED  STATES  SENATE 
COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 
PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

Hearing  on  September  12  and  13,  1990 

Statement 

by 

Jenie  W>  smith 
Director 

Division  of  Nonpublic  Postsecondary  Education 
Georgia  Department  of  Education 

Mr.  Chairman,  and  other  members  of  the  Subcommittee,  I  regret  that  I 
was  unable  to  appear  before  you;  however  I  as  pleased  to  provide  this 
statement  for  the  record.    Am  Chairmen  Nunn  requested.  I  will  address 
my  experiences  with  the  operation  of  the  Federal  atudent  aid  program 
in  general,  and  with  the  licensing,  accreditation,  and  Federal 
eligibility/certification  function*  in  particular. 

Ajifchnrifrv  of  the  Georgia  Department  of  Education 

Currently,  the  Georgia  Department  of  Education,  Division  of  Nonpublic 
Postsecondary  Education  is  responsible  for  the  administration  of  two 
Georgia  statutes,  the  Georgia  Proprietary  School  Act  and  the 
Post»»condary  Educational  Authorisation  Act.    The  Georgia  Proprietary 
School  Act,  Georgia  Code  20-4-60  et  sag,  was  enacted  in  197  3.  The 
Poetsoconary  Educational  Authorisation  Act,  Georgia  Code  20-3-ioa  et 
seg,  was  enacted  in  1979.    Both  of  these-  statutes  are  repealed  as 
of  July  1,   1991,  and  are  replaced  by  the  Nonpublic  Postsecondary 
Educational  Institutions  Act  of  1990.    The  function  of  licensing 
nonpublic  postsecondary  institutions  will  be  transferred  to  the 
Georgia  Student  Finance  Commission. 

This  recent  legislative  activity  in  Georgia  was  in  response  to  the 
adverse  publicity  associated  with  the  student  loan  default  problem.  A 
special  study  committee  made  up  of  members  of  the  Georgia  House  of 
Representatives  assisted  by  members  of  the  research  staff  of  the 
Georgia  General  Assembly  spent  the  interim  looking  into  the  oversight 
of  postsecondary  education  in  this  stata.    Th.e  following  information 
was  provided  to  that  committee  by  the  Georgia  Department  of  Education. 

Proprietary  school*  ajid  Nonpublic  college  Problem  Areas 

!■  Buflgfit  anfl  staffing.    Resources  are  not  adequate  to  accomplish  the 
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full  intent  of  the  law. 


From  1979  until  1989,  one  individual  has  been  responsible  for  the 
oversight  of  over  150  active  proprietary  school*.    This  is  not  a 
static  activity,  a*  schools  are  opening  and  closing  continuously. 
Required  activities  in  addition  to  the  routine  renewals  of 
authorisation  include; 

a.    Organising  initial  authorisation  activities  including  training 

visiting  teams,  writing  contracts,  etc. 
b«    Determining  if  activities  are  subject  to  licensure  or  are  exempt, 
c.    Dealing  with  operations  that  begin  with  no  legal  authority, 
d*    Providing  consumer  information  either  through  telephone  inquiries 

or  through  the  publication  of  documents  required  by  statute, 
e.    Responding  to  consumer  complaints* 

f„    Organising  the  quarterly  meetings  of  the  Georgia  Proprietary 

School  Advisory  Commission, 
g.    Initiating  or  responding  to  adverse  actions. 

Drastic  increases  in  certain  activities  have  been  observed  since  the 
1986  Ability  to  Benefit  (ATB)  provisions  of  the  federal  financial  aid 
programs  were  enacted,  as  most  consumer  complaints  involve  a  student 
who  has  obligated  themselves  for  GSL/StS  loans.     Increased  volatility 
in  the  nonpublic  sector  has  been  observed  due  to  the  rapid  Growth  of 
school  enrollments  due  to  the  ATE  provisions  and  the  branching  of 
schools  to  multiple  locations  in  order  to  take  advantage  of  the 
federal  dollar  availability. 


Example: 

Southern  Vocational  College 
Tuskeges,  Alabasve 

This  institution  began  operations  ir*  Georgia  without  proper  legal 
authority.     It  was  accredited  by  the  Southern  Association  of  Colleges 
and  Schools,  Commission  on  Occupational  Educational  Institutions 
(SACS-COEI>,  as  a  branch  of  the  Alabama  school.     SACS-COEX  did  not 
check  with  Georgia  authosrities  as  to  the  legal  status  in  Georgia.  The 
school  closed  without  notice  in  1986.     The  director  was  located  and  be 
gave  assurances  that  there  were  not  students  enrolled  at  the  time  of 
the  closing  and  that  all  complaints  would  be  taken  care  of.  Student 
complaints  are  now  being  initiated  because  of  defaulted  loan  status. 


2.    governance .     The  Georgia  Board  of  Education's  primary  concern  is 
the  elementary  and  secondary  public  schools  of  the  state. 
Postsecondary  education,  especially  the  regulation  thereof,  is  of 
little  interest  to  the  Board. 

Since  the  enactment  in  April,  1985  of  the  Quality  Basic  Education  Act 
{QBE)  which  was  designed  to  upgrade  elementary  and  secondary  education 
in  Georgia,  the  Proprietary  School  Standards  Unit  and  the  Nonpublic 
College  Standards  Unit  have  been  in  four  different  divisions  and  three 
different  offices  of  the  Georgia  Depart sent  of  Education.    The  units 
have  physically  moved  two  times.    The  Georgia  Proprietary  School 
Advisory  Commission  and  unit  staff  have  recommended  staffing 
improvements  each  year,  but  these  have  only  been  submitted  once  to  the 
Georgia  General  Assembly  as  part  of  the  agency  funding  package.  These 
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function*  were  orginally  assigned  to  the  Georgia  Department  of 
Education,  the  only  neutral  board,  to  avoid  a  potential  con f Uct  of 
interact.    Had  these  functions  been  assigned  to  the  Georgia  Board  or 
Resents,  the  agency  responsible  for  the  governance  of  the  public 
supported  postsecondary  institutions,  questions  could  have  been  raised 
over  this  board's  impartiality  in  the  nonpublic  postsecondary 
licensure  process. 

Obviously,  moving  records  and  experiencing  diminished  clerical  support 
undermines  a  function  that  is  so  heavily  dependent  on  good,  accurate 
records.    Time  that  had  previously  been  spent  on  authorisation 
activities  was  consumed  by  personnel  matters  and  the  restructuring  of 
record*.    To  say  that  the  activities  of  the  two  units  is  a  low 
priority  would  be  an  understatement.    The  staffing  pattern  has  been 
one  position  for  proprietary  school  oversight,  one  position  for 
nonpublic  college  oversight  and  a  shared  clerical  position.  Records 
indicate  that  over  540  institutions  have  been  subject  to  regulation  by 
the  Georgia  Department  of  Education  since  the  enactment  of  the  two 
statutes. 

3.  Fragmentation  of  Oversight.    Several  state  agencies  regulate 
differing  types  of  schools  with  no  one  agency  responsible  for  consumer 
protection  for  all  students  enrolled. 

Georgia  agencies  involved  in  the  regulation  of  postsecondary 
educational  programs  include  the  Georgia  Department  of  Education,  the 
Department  of  Technical  and  Adult  Education,  the  Board  of  Regents,  the 
Department  of  Public  safety,  the  Department  of  Labor,  the  Real  Estate 
commission,  tha  Insurance  Commission  and  several  of  the  licensing 
boards  under  the  Office  of  the  secretary  of  State,  e.g.  the 
Cosmetology  Board.    There  is  no  one  agency  in  Georgia  that  can  give 
consumers  complete  information  on  every  postsecondary  institution  or 
all  postseconary  training  programs  available.    Consumers  call  the 
Georgia  Department  of  Education  for  most  school  related  inquiries  or 
problems  because  they  do  not  Know  which  agency  is  responsible,  e.g. 
the  Office  of  Consumer  Affairs  may  refer  a  complaint  aaainat  a 
cosmetology  school  to  the  Georgia  Department  of  Education  rather  than 
the  Off ice  of  the  Secretary  of  State,  Cosmetology  Examining  Board. 
This  is  extremely  confusing  for  the  consumer.    Further,  the  major 
offenders  in  the  student  loan  default  area  are  schools  which  are  not 
subject  to  regulation  in  Georgia  by  the  Georgia  Department  of 
Education,  i.e.  truck  driving  schools  and  cosmetology  schools-  Both 
of  these  Kinds  of  schools  are  regulated  by  Georgia  agencies  with  no 
consumer  protection  standards. 


Example: 


United  Career  Centers 
Ultissima  Beauty  School 


Both  of  these  schools  operated  in  the  same  location  in  Decatur, 
Georgia.    The  business  program*  were  licensed  by  the  Proprietary 
School  Standards  Unit  of  the  Georgia  Department  of  Education.  The 
cosmetology  program  was  licensed  by  the  Office  of  the  Secretary  of 
State,  Cosmetology  Examining  Board.    These  schools  were  recognized  by 
the  Southern  Association  of  Colleges  and  Schools,  Commission  on 
Occupational  Educational  Institutions  (SACS-COEI),  as  branch  campuses 
of  schools  located  in  other  states.    The  business  school  was  under 
adverse  action  proceedings  with  the  Georgia  Department  of  Education 
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and  enrollment  had  bean  etopped  when  it  cloaed  without  notice.  Tha 
cosmetology  achool  apparently  was  continuing  to  an roll  aa  uaual; 
however,  it  was  thia  achool  that  waa  undar  advaraa  action  proceedings 
with  tha  united  States  Department  of  Education.    That  action  was  a 
major  factor  in  tha  cloaing  without  notice.    Tha  owners  are  reai dents 
of  Missouri  and  owned  school a  in  Florida,  Georgia,  New  Vork,  Missouri 
and  California.    No  student  racords  were  fumiahed  aa  required  by 
Georgia  law.    Some  atudent  complaints  for  the  cosmetology  school  have 
come  to  the  Georgia  Department  of  Education?  however,  moat  complaints 
will  not  be  received  until  students  begin  to  be  billed  for  federal 
loans.    The  achool*  have  withdrawn  from  SACS-COEX,  and  the  owners  will 
not  return  telephone  calla  from  the  Georgia  Department  of  Education. 

This  situation  haa  been  repeated  several  times  with  out-of-state 
operationa  like  thia.    It  la  difficult  to  ascertain  what  a  school'* 
atatus  might  be  at  any  given  time  with  its  accrediting  body,  the 
varioua  juriadictiona  in  which  it  ie  operating  and  the  federal 
government,    one  federal  official  has  admitted  that  the  best  thing  for 
a  achool  involved  in  adverse  action  proceedings  to  do  is  to  close  and 
leave  without  notica.    This  ia  because  it  takes  so  long  for  the 
federal  agencies  to  complete  the  adveraa  action  proceedings.  This 
example  illustrates  how  two  Georgia  agencies  were  regulating  one 
operation.    Although  the  programa  were  named  as  different  schools,  it 
was  one  operation  in  one  building  owned  by  one  family. 


*■    ExaftPtifllltt -    Many  institutions  are  currently  exempt  from  state 
oversight.    Some  of  these  institutions  have  caused  problems  for  the 
consumer  and  should  be  included  in  the  consumer  protection  regulatory 
activities. 

TVanty-six  degree-granting  institutions  are  not  subject  to  state 
oversight  in  Georgia.    Thirty-eight  institutions  have  sought  an 
exemption  on  religious  grounds  which  is  permitted  in  Georgia. 
Numerous  other  exemptions  are  permitted  by  the  Georgia  Proprietary 
School  Act  and  the  Postsecondary  Educational  Authorisation  Act. 
Consumers  with  complaints  have  no  state  agency  to  contact,    often,  the 
Office  of  Coaumer  Affairs  incorrectly  refers  consumers  to  the  Georgia 
Department  of  Education.    Consumsrs  are  outraged  when  they  are  told 
that  the  Georgia  Department  of  Education  has  no  legal  authority  and 
cannot  help  them.    Many  calla  have  been  received  about  the  closing  of 
Tift  College  and  the  financial  situation  of  Atlanta  University  and 
Mercer  University.    All  three  of  these  colleges  are  specifically 
exempt  from  state  oversight.    The  recently  passed  Georgia  law  has 
added  to  rather  than  taken  away  the  ability  for  inatitutions  to  be 
exempt  from  state  regulation.    The  United  States  Department  of 
Education  uses  state  licensure  as  a  criterion  for  eligibility  to 
participate  in  the  student  loan  programs.    The  exemption  provisions 
found  in  most  state  statutes  clearly  diminishes  this  criterion. 


Examples; 

The  Savannah  College  of  Art  and  Design 
Savannah,  Georgia 

This  institution  has  twice  introduced  legislation  to  becoae  exempt 
from  the  provisions  of  the  Postsecondary  Educational  Authorization 
Act.    With  the  enactment  of  the  new  Georgia  statute,  this  institution 
will  be  exempt.    Many  consumer  complaints  were  received  against  this 
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institution  that  dealt  with  the  condition  of  «tud«£ ,  ^uf*™i  •    "  Wa* 
determined  that  at  least  two  building*  which  ware  being  used  for 
student  housing  were  not  in  cemplisnce  with  local  fire  and  housing 
codes     Tha  viSlatSna  acted  Swing  tha  investigation  of  the  consumer 
coaSfiintS  were  ccirectmd  due  to  tha  fact  that  She  atata  license  was 
d^tTaxpirT^  Had  ther*  been  no  oversight  thia  may  not  have  been  tha 
Sims?    ?h!i  institution  ia  accredited  toy  tha  Southarn  Aaaociation  of 
collagaa  and  School,  Commission  on  Collagaa  (SACS-COC) . 

St.  Mary's  of  tha  Plains 
Dodge  City,  Kansas 

Thia  institution  made  application  to  hava  licensed  Mlem 
representatives  in  Georgia  to  aall  a  truck  driving  prog ran.  Tha 
investigation  of  thia  application  indicated  that  thia  private  collage 
had  entered  into  a  management  contract  with  a  truck  driving  school 
located  inTexas.    St.  Mary'a  was  not  subject  to  state  licensure  in 
Kansas,  and  the  Kansas  authorities  had  ™>  £•  of  the 

arrangement.    The  college  was  regionally  accredited  by the  North 
central  Association  of  Colleges  and  Schools  (KCACS) ,  and  that  agency 
S^nded^e  in.titutional  §creditation  of  St.  Mary's  to  incite  thm 
truck  driving  school.    According  to  college  officials,  ninety-nino 
percent  of  the  students  enrolled  in  the  truck  driving  program  were 
federal  loan  recipients.    This  example  indicates  further  that  the 
reliance  on  state  oversight  way  be  misleading. 

It  is  important  to  note  that  both  of  these  are  examples  of  nonprofit 
institutions. 

5.     strength  of  Standards.     Tha  Georgia  Proprietary  School  Act  lacks 
any  oenSltlSs  for  violations  other  than  closure  *f  *h*  ™*  h& 

standards  for  both  proprietary  schools  and  nonpublic  colleges  could  be 
strengthened  considerably. 

The  Georgia  Department  of  Education  cannot  act  in  a  way  that  is 
responsible  to  the  student  by  closing  a  achool.    Students  will  be  left 
stranded  with  no  training  still  owing  federal  loans.    Schools  with 
similar  programs  may  be  contacted  to  offer  to  Mteach  out"  students, 
but  this  ia  a  voluntary  effort.    Recently,  there  have  been  indications 
that  schools  participating  in  teach  out  effort*  have  encountered 
problems  with  federal  officials  during  audits.    Schools  will  probably 
be  reluctant  to  participate  in  the  future.    Specialised  courses  of 
study  may  not  be  found  In  other  schools.    The  tactic  usually  taken  is 
thi  placing  of  conditions  on  the  Certificate  of  Authorisation  or 
limiting  enrollment  ao  that  the  school  can  attempt  to  rectify  the 
probleeatic  areas.    The  goal  is  to  avoid  a  disruptive  closing  and 
encourage  the  school  to  teach  out  and  withdraw  voluntarily. 

The  standards  for  proprietary  schools  and  nonpublic  colleges  in 
Georgia  are  minimum  consumer  protection  standard*.    They  are  not 
indications  of  high  quality.     It  has  bean  observed  that  in  schools 
that  intend  to  participate  heavily  in  student  JfW  all 
decisions  are  made  in  regard  to  the  requirements  of  those  programs. 
They  are  not  educational  decisions.  They  are  financial  aid  decisions, 
e.q.     program  lengths  are  based  on  financial  aid  requirements  rather 
than  typical  training  time  requirements.    A  school  application  is 
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considered  and  acted  upon  prior  to  the  enrollment  of  students.  What 
is  proposed  a*  part  of  an  application  and  what  actually  occur*  in  a 
school  »ay  ba  entirely  diffarant  matters. 

Examples: 


An  application  was  made  to  open  a  school  in  Atlanta  that  would  ba  a 
branch  of  a  avail  school  in  Connecticut.    Tha  ownar  indicatad  that  ha 
had  "bought  hia  accreditation. "    Tha  aohool  in  Connacticut  was 
accrsditad  by  tha  National  Association  of  Trade  and  Tachnical  Schools 
(HATTS)  and  had  lass  than  tan  students.    Tha  Atlanta  school  was 
licensed  to  begin  ops rat ion,  and  a  highly  successful  telemarketing 
of  fort  was  baoun.    Within  a  few  months,  tha  snrollment  at  tha  Atlanta 
school  raaohad  savaral  hundrad  students,    consumar  coaplaints  prompted 
a  sarias  of  inspactions  during  which  it  was  determined  that  tha  course 
prasantad  in  tha  original  application  was  not  being  taught  and  that 
anothar  location  had  baen  added  to  house  the  rapidly  increasing 
enrollment.    These  coaplaints  ware  forwarded  to  the  accrediting  body. 
natts  determined  that  the  enrollment  at  the  parent  school  in 
Connecticut  was  down  to  seven  students,  while  the  Atlanta  branch  had 
an  enrollment  of  over  five  hundred  students.    The  school  was  found  to 
ba  in  violation  of  several  state  standards.    Enrolling,  advertising 
and  racruiting  activities  ware  required  to  cease  and  the  school  closed 
in  June,  1990.    Claarly  this  is  an  example  of  the  abuse  of  the  branch 
campus  concept  and  is  an  extreme  exaspla  of  "accreditation  for 
sale. 11 


This  school  closed  in  August,  1988.    Recruiters  had  engaged  in 
unethical  practices  tied  to  recruiting  in  noseless  shelters.  The 
school  promised  to  provide  students  with  an  apartment  paid  for  through 
the  proceeds  of  a  federal  loan.    Adverse  action  were  initiated  by  tha 
federal  government  which  reaulted  in  a  financial  crisis.    Ths  school 
owners  ware  unable  to  meet  payrolls  and  faculty  quit.    The  Georgia 
Department  had  taken  action  to  limit  enrollment  leaving  35  students  at 
the  time  of  the  closing.     Enrollment  had  been  as  high  as  300  at  one 
time.    All  complaints  have  not  been  settled  to  date.      This  school  was 
accredited  by  the  Association  of  Independent  Colleges  and  Schools 


This  school  closed  in  Kay,  1989.    There  had  been  indications  of 
financial  difficulty  and  enrollment  was  down.    Tha  owner  indicated 
that  the  school  would  ba  sold,  but  this  was  not  accomplished.  The 
owner  filed  bankruptcy,    craat  difficulty  warn  experienced  in  eecuring 
the  student  records.    The  surety  bend  was  called  to  give  partial 
refunds  to  students.     This  school  was  accredited  by  the  National 


Connecticut  Academy 
Atlanta,  Georgia 


1ST  (Institute  of  Business  and  Technology) 
Atlanta^  Georgia 


(AXCS) . 


ElJtina  Institute 
Atlanta,  Georgia 
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association  of  Trad*  and  Technical  Schools  (NATTS) . 


Atlanta  Canters  for  Technical  Art*  and  Sciancaa 
Atlanta,  Georgia 


xnia  school  cloaad  in  November,  1989.    Advaraa  action  was  initiated  by 
tha  Georgia  Department  of  Education  dua  to  numerous  coaplainta  and  a 
failura  to  make  timely  rafunda.    Thar*  **a  an  ordarly  closing  with  a 
taach  out,  and  student  racorda  vara  eventually  secured.    This  school 
waa  ovnad  by  a  California  raaidant  who  ia  still  operating  schools  in 
that  atata.    Thia  achool  vaa  accraditad  by  tha  Accradi ting  Council 
for  continuing  Education  and  Training  (ACCBTJ *    Tha  accraditina 
procaduraa  usad  in  thia  caaa  hava  baan  questioned  by  tha  Georgia 
Department  of  Education  in  a  lattar  to  tha  unitad  States  Dapartaant  of 
Education  which  waa  considarad  during  tha  ranawal  of  eligibility 
of  ACCET. 


This  achool  cloaad  in  December,  1988.    Thara  waa  a  taach  out  and  full 
rafunda  vara  made  to  20  etudenta.    Complaints  ara  now  beina  racaived 
as  loans  come  dua.    Thara  waa  a  Kaw  York  talaphona  number  for  a  period 
of  time  aftar  tha  Atlanta  closing,  but  apparently  all  tha  Kaw  York 
achool a  hava  cloaad  and  va  hava  no  contact  now*    Thia  achool  waa 
accraditad  by  tha  Association  of  Xndapandant  College*  and  Schools 
( AlCS) . 


6.    Fee  structure.    The  faa  structure  is  not  adequate  to  support  the 
regulatory  functions  required.     In  FY  1989  only  $15,280  was  collected 
from  regulated  institutions. 

The  initial  authorisation  faa  for  a  college  or  ■:  liversity  ia  currently 
$500.  This  is  one  factor  that  ha*  prompted  inatitutiona  located  in 
other  states  to  seek  licenaure  in  Georgia.    Metropolitan  Atlanta  is 
aaen  as  a  growth  area  with  markets  not  currently  being  earved  by  tha 
public  sector  inetitutions  and  private  inatitutiona  not  subject  to 
regulation.    Accredited  institutions  from  other  states  seek  to  offer 
nontraditional,  external  degree  programs.    They  typicallly  lease 
office  space  and  hire  adjunct  faculty  and  make  a  minimal  investment  in 
Georgia.    Theae  kinds  of  revenue  producing  programs  are  big  money 
makers  for  institutions  located  in  other  state*. 

Proprietary  achool*  provide  a  more  extreme  example  in  that  the  initial 
licenaing  fee  is  $100,  the  renewal  fee  i*  $50,  and  there  is  no  fae  for 
the  licenaing  of  agents  (commissioned  sale*  representatives). 


Currently  licensed  to  offer  an  Ed.D.  degree  in  Educational  Leadership. 
The  required  library  agreement  was  given  by  Mercer  University  in  Macon 


Crown  Bueines*  Institute 
Atlanta,  Georgia 


Example*: 


Nova  tfnivereity 

Fort  Lauderdale,  Florida 
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^  *H*nt*  for  *  t—  of  $100  par  atudant  par  year.  Phyaieal 
fJlfHi.1?*        9iv«n  frt«  by  tfiraa  local  BOhool  diatricta.  Tha 
tuition  for  thia  thraa  yaar  prograa  is  in  axcaaa  of  $12,000.  raculty 
aalariaa  ara  charcad  off  to  all  tht  atataa  in  which  tha  proaram  ia 
«J"?n«y  of  farad  not  to  Gaoroia  Hon*,    currant  anrollaSnTf  iJurZ. 
inffcjta  that  Gaorgia  rayanuaa  ara  approachina  ona-haif  Billion 
doiiara  par  yaar.    Thia  institution  la  not  augjact  to  atita  licanaur. 

ffitr%^.g^  ^•trgsSiS  ffi^ras-au?  in 

in1.rr^iSnir?.^S.COMiMi0nS  »»~  *  SMSfC' 


Superior  Truck  Driving  School 
Indianapolis,  Indiana 


This  school  had  recruiter*  in  Georgia,    it  has  withdrawn  fori  the 

125SrfSf«f#??ff1Kgov*r,>!#l?t  h?S  initi«ted  en  adverse  action. 
o#orgi«  students  still  have  outstanding  refund*. 

7;^SQnd^5?^?tqajlrgarnta!l    7h#  curr«nt  bonding  raguire*ant*  do  not 
Scholxl?  protection  to  the  itudmts  enroifsd  in  th*  regulated 

Except  for  vary  small  schools,  tna  bonding  requirements  provided  bv 
the  current  statute  do  not  provide  enough^coverigi^S  protect  tha  Y 
aSSSSH^Si  ^ittXf^0V#r  f  h4V*  23  school,  in 

Sl?f?l    S!ich  ^fiftf?0"*  An»«?tiv#.    if  *  school  closes  without 
n*t*c*<  tnere  is  ii5tlf  c*n       done  for  the  students.  Further 

in  tM.^Tr^ZT'*?^?**  the  insurance  companies  are  not  interested 
in  this  kind  of  business.    Many  schools  have  had  difficulty  in 

ShSUtonSiJ^%!-lrlJ,IW*  £nd  curr*n3^  reguirsd.  Dramatically  increasing 
the  bonding  requirements  across  the  board  would  adversely  iff  set  tha 

programs.  These  schools  offer  the  best  examples  of  oood  orooristarv 
•SSf^-a.  typically  iiidividuelly^wned  anS^ffSr  a rUt*ry 

specialised  curriculum  such  as  floral  dssign,  animal  grooming,  or 
?2SJfci*}  *rt%  ^5  *tudent  usually  completes  the  training  and  is 
immediately  employed  or  starts  a  business  of  their  own.  Consumer 
complaints  are  practically  nonexistent.    When  the  individual  ia  a  cash 
^1^9  customer  or  is  using  a  grant  the  school,  are  kept  iS  toS  by  "* 
f?nf^*?r"  Softest  number  of  problems  and  complaints  occur  when 

there  is  a  perception  that  the  schooling  is  part  o?  a  give  iway 
program  or  that  the  student  is  not  responsible  for  paying  for  the 
training.    Clearly,  the  current  situation  is  woefulVinSdeouate  in 
Georgia  with  the  «a*i*um  bond  for  a  propriatary%chool  SSinTIa* ,000. 


Example: 


Jefferson  Business  College 
Atlanta,  Georgia 


This  school  closed  without  notice  in  November,  1988.    Assets  war* 
"^•f  *y  the  Internal  Ravenue  Service.    Action  had  beSn  taken  by  the 
as«Ef££ta£y  Scho?if  Standards  unit  to  limit  enrollment.    Due  to  the 
showing  of  a  positive  financial  recovery  plan,  enrollment  was  allowed 
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K»ntn  «a«ln     som  ■tudenta  had  only  been  •nroll««S  Cor  two  w»ek» 
$he^th2  School  clSJd.    Th.tr  .ntirm  financial  eld  package  had  bjkin 
rScSivid  by  the  ichool.    They  r.c.iv-d  no  education  and  wary  obliftod 
H^e  entire  amount  of  the  loan.    It  1«  intereeting  to  not.  tha€  the 
ineoS.  t« ".Lnd.  du.  to  »tud.nt.  of  J.ff.won  «y  ba  witheld  by  the 
»s     kt  thi  ti*.  of  cloeing,  130  studente  war.  enrolled.    If  bond 
oroc..d.  «r.  dUt?itout.d  S?.nly,  each  .tud.nt  would  get  a  $192.31 
r«fSSaT    Thie  eeh^lwae  accredited  by  tho  Association  of  Independent 
College*  and  Schools  (AICS) • 

llcanaura  and  accreditation  as  Crif  rift  ttt  SUaibllitV 

in  remark,  mad.  at  the  public  hearing  in  Atlanta  at  Morris  Brown 
Collie  concerning  the  Reauthorization  of  the  Higher  Education  Act, 
theae  two  point »  were  madai 

1.  State  licenaure  ia  not  one  thing.    It  ie  fifty  different  ttlnga. 
Fragmentation  of  overeight,  exemption  from  overeight  and  the  lack  of 
oversight  at  the  atate  level  ■ual  be  taken  into  account 
considering  stat.  licensure  aa  a  criterion  for  eligibility  for 
participation  in  federal  loan  programs. 

2.  Accreditation  ia  not  one  thing.    It  ia  many  different  things 
depending  on  the  standard,  and  the  procedures  of  the  «ec"^^n0n. 
aqencv.    Accrediting  agenciea  are  private  sembarship  or9*nl""gn*' 
The  accreditation  cycle  is  a  fiva  to  tan  y.ar  cycle.    Alot  can  happen 
wiUvin  an  in.titutlon  between  »?cr^t.t^n  visits,    ^rth.r  pother 
definition  for  ATB  mu.t  b.  conaidered  -  Ability  To  Branch.  The 
Sranehino  from  state  to  atata  and  in  extrea.  .xampl.*  acroa;  a 
contiSen!  »^t  o.  taken  into  account  when  considering  accreditation  as 
a  criterion  "or  eligibility  for  participation  in  federal  loan 
programs . 

tsuff  pest  ions  tnr  laornvaaent 

Under  the  current  system  of  using  state  licensure  and  accreditation  aa 
the  two  criteria  for  eligibility  for  participation  in  federal  student 
aid  programs: 

1.  States  must  reexamine  their  regulatory  effort;.    Statute,  must  be 
•trenathanad  aa  ahould  regulation*,  procedure*  and  ctendarde.    The  n.w 
!w  in <£o??ia,  in  my  option,  is  critically  flawed  in  it.  curr.nt 
form.    Luckily  th.r.  i.  one  mor.  l^i.i.tiv.  .aaaion  prior  to 
enactment-    It  ahould  be  noted  that  in  moving  the  function  of 
liceniina  proprietary  school,  and  nonpublic  college,  fro.  the  Georgia 
Apartment  of  Education  to  tha  Oaorgta  Student  Finance  Commi»»ion  no 
appropriation  was  mad..    Th.  new  agency  ia  expacted  to  be 
ailf-SuPporting.    Th.  bonding  r.guir«.nt»  w«r.  incr.aead  rath.r  tha. 
makina  provision  for  .  type  of  student  recovery  fund  to  compeneate 
con.CLr.  with  legit imatico.pl.int..    Th.  numfcar  of  .x«ptlon.  wa» 
increased  rather  than  d.crea.ad  due  to  heavy  lobbying  effort,  by 
particular  in.tituions.    Fragmentation  of  ovar.ight  waa  not 
dimini.hed. 

2.  Accrediting  agenciea  must  reexamine  their  activities. 
Interregional  communication  and  cooperation  muat  be  increae.d. 
Communication  with  .tat.  licencing  kuthoriti.s  »umt  tak.  place  prior 
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to  any  accreditation  action.    Policial  permitting  tha  accrediting 
agency  to  Mka  inquiriea  to  tha  atata  and  fedaral  regulatory 
author  it  iaa  muet  ba  instituted.    Tha  branch  campus  concept  mist  be 
redefiaed  in  tarma  of  educational  aarvicaa  provided  rather  than  an 
conduit  for  federal  dollar*. 

3.    The  U.    S.    Department  of  Education  rules  should  not  permit  the 
lendinc.  of  large  subs  of  money  to  individuals  training  for  entry 
level,  minimum  wage  jobs.    These  individuals  simply  cannot  repay  a 
lo*ru    The  Ability  to  Benefit  type  student  has  been  particularly 
victimised  by  unethical  school  operators.    Many  of  these  individuals 
did  not  realise  that  thay  ware  signing  loan  documents,    Grants  rather 
than  loans  would  be  a  batter  use  of  educational  dollars  for  this  type 
of  atudant.    Procedures  for  assisting  students  of  closed  schools 
shcultf  be  instituted.    Communication  with  state  licensing  authoritias 
should  be  increased. 

The  recent  efforts  to  raform  tha  studant  aid  programs  coupled  with  the 
uncertainty  of  tha  transition  to  a  new  agency  in  Georgia,  the  state 
guarantee  agency t  has  produced  noticaable  results  in  Georgia.  The 
number  ot  applications  for  new  schools  has  dacreased  as  havs 
applications  for  program  additions*    Schools  that  vara  totally 
dependant  on  federal  dollars  for  revanue  are  facing  extreme  financial 
difficulties  and  the  number  of  binkruptcy  filings  has  increased. 

I  am  aware  that  proposals  for  improving  tha  current  process  for 
determining  eligibility  of  postsecondary  institutions  participating  in 
tha  federal  student  aid  programs  are  being  submitted  to  17,  s. 
Department  of  Education  for  considaration  as  part  of  tha 
reauthorization  of  the  Higher  Education  Act-    I  would  ask  that 
conaidaration  be  given  to  the  use  of  an  adequately  funded  public 
Inetitutional  approval  process. 

Currently,  the  states  are  looked  to  as  tha  first  gatekeeper.  The 
situation  in  Georgia  clearly  illustrates  the  lack  of  incentive  to 
perform  this  function*    If  somebody  has  to  be  the  gatekeeper,  thsre 
aust  be  incentives  to  do  a  good  job.    ways  must  be  found  to  give 
incentives  to  the  states  to  perform  this  function,    one  modal  that  is 
currently  in  place,  is  that  of  tha  State  Approving  Agency  process 
specified  by  the  Congress  for  veterans  educational  benefits.  This 
system  of  performing  institutional  approval  and  oversight  functions 
under  a  contractual  arrangement  with  the  federal  government  has  a 
proven  track  record.    A  similar  modal  that  would  parmit  tha  atatss  to 
perform  the  inatitutional  approval  and  ova r might  function  for  federal 
student  assistance  programs  on  a  reimbursement  system  like  that  used 
by  the  Department  of  Veterans  Affairs'  with  the  State  Approving 
Agencies  bears  thorough  consideration.    This  model  coupled  with  a 
heavy  enforcement  process  would  offer  a  more  unified  system  of 
institutional  approval.    Tha  U.S.    Department  of  Education  cannot 
affectively  monitor  schools  from  Washington  or  regional  offices.  This 
model  would  offer  a  mora  effective  monitoring  system,  it  would  ba 
cheaper  than  an  increased  federal  effort,  and  it  would  put 
the  process  with  individuals  whose  loyalities  lie  with  the  students  of 
their  state.    This  rodel  would  permit  the  accrediting  agencies  to 
function  aa  they  were  intended  to  function  as  organisation*  concerned 
with  promoting  educational  improvement  within  member  schools,  not  as 
•police  officers.* 

X  appreciate  the  opportunity  to  submit  this  statement.    I  hope  that  it 
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prove*  helpful  to  the  *«»b*r*  of  the  Subcommittee  a*  they  look  for 
vary*  to  *tr*no;then  Federal  student  eld  program*  to  eneure  that  fund* 
are  properly  used  by  educational  providers. 
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CCREDITING  COMMISSION 

(  .  Mm  rr  HUT  **  t  w«.vmjm,U»V  a  i  • 


umtiTt  £L 


September  U.  1990 


0*»L  f^O^S  »**0<i*m*n 


CMC  Mr  HUWfUT 


Honorable  Sm  Nunn 

U.  S.  Senate  Subcommittee 

on  Investigations 
Washington*  DC  ?Q510*62&0 

Dear  Senator  Nunn: 

Thank  you  for  Inviting  the  National  Hoe*  Study  Council 
to  submit  a  written  statement  regarding  the  Department 
of  Education's  student  aid  program.  you  asked  for 
coenents  about  our  general  experience  with  student  aid 
programs  and  accreditation  and  eligibility  factors  in 
particular. 

Attached  is  a  statement  prepared  by  one  of  our 
distinguished  public  Accrediting  Commissioners.  I 
believe  it  addresses  many  of  the  points  in  question. 
Essentially,  Me  believe  that  the  finger-pointing  by  the 
Department  of  education  serves  only  to  disguise  the  fact 
that  the  Department  makes  eligibility  decisions  and  has 
the  responsibility  for  administering  federal  aid 
dollars. 

Although  accreditation  is  only  a  threshold  requirement 
for  eligibility,  assuring  the  Department  that  the 
school's  educational  program  meets  the  claim  made  for 
it,  departmental  apologists  would  have  us  believe  that 
it  is  the  sole  factor.  The  picture  of  a  large  federal 
Department  held  hostage  by  accrediting  agencies,  and 
thereby  rendered  helpless  to  enforce  Federal 
regulations,  Is  not  a  true  one. 

The  Accrediting  Commission  of  the  national  Home  Study 
Council  has  repeatedly  made  the  difficult  decision  to 
terminate  accreditation  bringing  the  risk  of  protracted 
and  expensive  litigation.  On  several  occasions  our 
Commission  has  revoked  the  accreditation  of  schools 
whose  presidents  sat  on  the  NMSC  Board  of  Trustees, 

We  took  a  stand  when  the  federal  authorities  were  still 
in  the  position  of  reviewing  the  situation.  And  we  have 
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Senator  Nutin 
September  IK  1990 
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proposed  effective  reform  measures.  We  strongly  support  the  continued  right 
access  to  federal  funds  by  correspondence  school  students. 


William  A.  Fowler 
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way  to  solve  the  problems.    If  enacted   the  NHSC  plan  will  better  control 
the  flow  of  funds  to  schools  end  will  eliminate  much  of  the  abuse  wntch 
occurs  under  the  present  law. 

V.  Hoe*  study  education  does  not  fit  the  pattern  of  other  forms  of  education. 
Regulations  promulgated  by  the  Department  of  Education  for  traditional 
educational  institutions  should  not  force  correspondence  schools  into  a 
•residential  school "  mode  and  into  policies  wtiich  are  irrelevant  to  the 
goals  of  correspondence  study. 

VI.  Federal  financial  assistance  to  home  study  students  should  continue  because 
1t  neets  needs  not  met  by  any  other  fore*  of  education. 


I      Thf  torejUliflfl  Caemisslon  his  neither  the  responsibility.  Ifigj]  authority 
OPXjSft  ^ability  to  control  against  fraud  and  abuse  in  federal  prwilS. 

Over  thirteen  years  ago,  Secretary  of  Health.  Education  and  Welfare  Joseph  A. 
Califano  appointed  a  national  study  group  of  experts  to  advise  him  on  ways  of 
twrovtng  the  federal  aid  programs,  and  requested  suggestions  on  how  best  to  use 
accreditation  in  student  aid.   A  "Report  to  the  Secretary/  dated  June  1977, 
stated: 

"Increasing  federal  reliance  on  private  accrediting 
agencies  presents  some  problems.    The  most  serious 
problem  is  that  accrediting  agencies  are  private, 
independent,  voluntary  organizations  fundamentally 
responsible  to  their  member  institutions.   They  have  no 
legal  responsibility  to  state  or  federal  governments; 
they  are  funded  entirely  from  their  members'  dues  and 
application  fees  (they  receive  no  public  funds,  either 
state  or  federal);  and  their  purposes  do  not  necessarily 
coincide  with  federal  needs.   Accrediting  associations 
are  not  regulatory  or  enforcement  bodies,  and  they  are 
opposed  to  being  called  on  to  assume  responsibilities  of 
a  regulatory  nature.   This  has  been  a  source  of  friction 
and  some  confusion  as  Congress  has  sought  means  to 
achieve  greater  institutional  accountability  for  student 
financial  aid  funds." 

This  statement  is  still  true  today. 

The  Accrediting  Coemtission  believes  that  its  proper  role  is  to  assess  the  quality 
of  an  institution's  instruction,  the  quality  of  Us  faculty,  the  value  of  Us 
courses,  and  whether  or  not  the  institution  fulfills  its  stated  objectives. 

In  short,  the  role  of  the  Accrediting  Commission  is  to  assess  the  overall 
educational  quality  and  to  determine  whethmr  the  school  delivers  results  as 
advertised. 
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Accrediting  emission 
of  tht 

National  Horn  Study  Council 


AcavdlUtta*,  Mnl  AM  mi  Horn  Stwiy 

"**itU*         1n  stu^i  Financial  Aid,"  says  tht  prtss.    "Progreas  return  rife 
with  rlpoffs,'  says  the  Department  of  Education's  Inspector  6eniral.   Tht  ftnaral 
Accounting  office  and  th«  Off  lea  of  Nanageatnt  and  Budget  echo  tht  criticise 
^.ftS^L'E!  *? J?/»^«yy»T^Sh  tht  t*2rt*nt  of  E*£etton"aiid 
£5  ^'rt-n*'?  oversight  of  accrediting  agencies.    Tht  confustd  prtss 

!ZLS!T*h!?1a  ,CS°J2M  b  ***,sctwo1  owners  »nd  thtlr  coMlssiontd  salesaww.  It 
apptars  that  everyone  1$  to  blaat  and  no  ona  Is  to  blast. 

I?*  "51  *25r*2 tJf0^? . S*Jfdy  £°un5n  «*  «t«  Accrediting  emission,  targtttd 

k2iJ!!I. °;Kttl*  *ttac^f  •  n"  h,d  n0  opportunity  to  dtftnd  Itself.   Tht  NHSC 
SjJlX  «**     "25;  "5°  crU1c  »  *°st  1ouo1*      n«t  really  undtrstand  tht  Mholt 
Snrf^t0^"^11;-10"'  c,11f1cat1on,  tliglblllty  and  compliance  monitoring, 
™tl    T^rll  ,??!Llens  J'*/"1!  of  «*«Wtrat1ons,  half  truths  and  wisstate- 

p,suU1n»  confusion  has  crtattd  a  challtngt  to  tht  status  of  tht  NHSC 
j?!fTr  ;        proctss,  has  cast  doubt  on  tht  reputation  of  tht  Accrtdlting 
foTS°stud?s^eSfirdi      th*  cont1nu«t1on  of  *tudtnt  financial  .sslstance 

2iL5?KL,;J!!!jtt!n  fr"     J»rsptctfvt  of  a  public  commissioner  of  the 

uPu^t&SJL*?         !  P#rso"  «*•  understands  mh.t  1$  going  on 
»™^,iv!« :  tWnt  of  "w«t1«".  having  htld  a  high  position  in  that 

h2™<£  ^„^r**rl.,xp*r1*flct  "*M  hflr  conctrntT.bout  what  1s 

.ffii&K;  W       thts!  comments  will  htlp  cltar  up  tot*  of  tht 
5!         t«nding,  and  will  ptrsuadt  tht  rttdtr  that  opportunity  for  student 
financial  asslstanct  for  hot*  study  students  should  continue. 

This  paper  will  assert  that: 

I.     The  Accrtdltino  Commission  has  neither  the  responsibility,  legal  authority 
nor  the  capability  to  control  against  fraud  and  abuse  In  fmdtral  program 

" "   fhih£2!lJLf?^#n2  h,r!  ml  »W»s1MHty,  the  NHSC,  cooperating  with 
^JUSSE*"!?  0f  ""CiJ,OT.  n"  strengthened -Its  own  long-standing 

.JJ*       ****  .1ts  »***r  Institutions  into  compliance  with  the.  as 
well  as  with  complementary  federal  requirements. 

UI*  SlU^r J Jib^?M25r32?e0f i tI>*, »»«««■«<«  of  tht  NHSC,  tht  NHSC  Accrediting 

fST  «*•  II!ftW,1*5,J",n,t<n*          ,n  schooU  b*  or  indirect 

SStaTte  fit  LH^f^0"  ?r  p,,c1?  «•»•"•  "»»tatlOM  on  their 
operations  for  failure  to  Met  Commission  standards. 

IV.    In  order  to  reduce  abuses  in  the  future,  the  NHSC  has  proposed  a  'Four  Point 
Man-  {see  attachment}  which  Merits  the  consideration  ofthost  InoK  for  , 
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Some  WSC  Stamdmrds  Overlap  Federal  lofmltttmmft 

The  standards  against  which  NHSC  schools  art  measured  soaitlns  overlap  the 
requirements  of  tht  Department  of  Education,    for  example,  federal  regulations 
statt  that  if  a  student  is  enrol  ltd  without  a  high  school  diploma  or  the 
equivalent  (in  a  postsecoodary  program) t  tht  student  wist  demonstrate  "ability  to 
benefit."   By  comparison,  one  NHSC  standard  states: 

"The  school  must  establish  the  Qualifications  which  an 
applicant  oust  possess  to  enable  the  successful  as- 
sieilatlcm  c'  the  educational  Mterials  furnished.  The 
school  «ust  also  determine  with  reasonable  certainty, 
prior  to  acceptance  of  the  applicant,  that  the  applicant 
has  been  informed  of  end  has  the  proper  qualifications 
to  enroll  In  the  course." 

The  NHSC  has  other  parallel  standards  on  the  calculation  and  prompt  making  of 
refunds,  on  the  disclosure  of  complete  and  accurate  information  on  costs, 
placement  rates  and  available  teaching  equipment.    It  also  has  standards,  similar 
to  those  of  the  Department  of  Education,  on  a  school's  obligation  to  maintain 
financial  solvency.   Hhen  compliance  with  NHSC  standards  is  considered  *t  the 
time  of  accreditation  or  re-accreditation,  visiting  examiners  are  aware  of 
Department  of  Education  requirements  as  well  as  NHSC  standards.  Additionally, 
the  Commission  attempts  to  be  aware  of  the  unique  rules  of  the  many  states  in 
which  msc  schools  are  located.   However,  because  of  the  myriad  of  state  laws  in 
effect,  it  is  almost  impossible  to  keep  track  of  everybody's  rules  and  to  note  an 
individual  school's  lack  of  adherence. 

On  thm  other  hand,  the  NHSC  does  not  have  standards  on  satisfactory  academic 
progress,  on  how  "long"  a  course  must  b#,  on  verification  of  the  family  financial 
statement,  nor  on  requiring  that  the  student  be  a  citizen  of  the  U.S.  NHSC 
standards  do  not  require  that  certain  disclaimers  be  signed  by  the  student. 

To  quote  again  from  the  1977  Califano  report: 


"It  bears  repeating  here  that  accrediting  agencies  are 
most  concerned  with  evaluating  the  cverel 1  quality  of 
educational  programs  offered  by  an  institution  and  are 
neither  adequately  trained  nor  do  they  desire  to 
evaluate  the  capability  of  an  applicant  institution  to 
properly  administer  federal  student  financial  aid 
programs." 


Accrmditief  Commissions  mole  Niswmmerstoed 

To  summarize,  we  believe  that  the  Accrediting  Commission's  role  has  been  Mis- 
understood.  \te  believe  that  nothing  in  the  law  or  in  regulation  requires  ac- 
crediting commissions  to  monitor  the  compliance  with  federal  regulations  of  the 
schools  they  accredit,  but  only  to  check  for  compliance  with  their  own  standards. 
The  accrediting  commission  is  a  pxiyjtf  agency  which  cannot  possibly  accommodate 
the  preferences  of  all  governmental  agencies,    rt  must,  at  ail  times,  be  true  to 


532 


itself  and  to  the  standards  It  has  developed  for  recognition.  As  was  stated  in  a 
recent  issue  of  the  iegaf  limes: 

"The  question  is,  who  has  the  responsibility?  -  .  -  The 
banks  say  thay  rely  on- the  guarantee  agencies  to  check 
out  the  schools  ...  The  guarante*  agencies  say  thsy 
rely  on  the  federal  government.    The  Department  of 
Education  says  they  rely  on  private  accrediting  agen- 
cies.    Everyone's  in  a  circle  pointing  to  the  guy  on  the 
right." 

Hot  only  does  the  NHSC  believe  that  it  has  no  legal  right  to  won i tor  or  enforce 
co»liance  with  federal  rules,  it  also  believes  that  any  attempt  on  its  part  to 
assume  such  an  obligation  could  present  serious  challenges  to  its  authority  in 
the  form  of  threats  of  legal  action  and  lawsuits  against  the  Commission,  to 
include  charges  of  anti-trust  law  violations,  price  fixing,  and  arbitrary  and 
capricious  actions. 

II.  jHtftpugh  it  dflgj  not  have  this  resoonsibll  1tv.  the  NHSC.  CQogerittlift  sllh 

jute  and  prised  m  member  institutions  laic  compliance  with  them  .is,.weil 
i&  with  complementary  federal  requirements. 

For  example,  in  the  area  of  ability  to  bmmtfit  students,  the  NHSC  has  adopted  the 
following  policies: 

t  Criteria  for  Remedial  Learning  Programs  for  Students  Enrolled  Under  the 
Ability  to  Benefit  Provision  of  the  Higher  Education  Act  of  1986.  (The 
pol icy  and  its  accompanying  procedure  were  worked  out  with  and  approved 
by  the  Department  of  Education.) 

•  Criteria  for  Standardized  Admissions  Tests  for  Students  Enrolled  Under 
the  Ability  to  Benefit  Provision  of  the  Higher  Education  Act  of  1586. 

•  "When  offering  a  course  to  prepare  a  student  for  a  vocation  which 
requires  a  high  school  diploma  for  employment,  accredited  schools  most 
require  the  student  to  have  a  high  school  diploma  for  admission  to  the 
course." 

In  the  are*  of  financial  rtspomaifcilU*,  the  KHSC  has  adopted  the  following 
pol icies: 

•  H Any  institution  which  voluntarily  or  involuntarily  enters  bankruptcy 
is  in  immediate  violation  of  the  Accrediting  Commission's  financial 
responsibility  standard.    This  violation  results  in  the  school  s 
automatic  termination  of  accreditation." 

a      for  accreditation  purposes  the  NHSC  will  accept  only  financial  state- 
ments which  have  been  prepared  "in  conformity  with  generally  accepted 
accounting  principles,"   This  includes  the  use  of  the  accrual  method  of 
accounting- 
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In  order  to  prtvtnt  qmestiemefcle  calm*  practices  by  NHSC  schools,  the  NHSC  his: 

t     Required  that  ill  accredited  schools  eliminate  any  third  party  salts 
reomentatives.   All  salespersons  wist  be  directly  responsible  to  the 

e     Prohibited  "any  face-to-face  solicitation  or  promotional  activities*  of 
sales  representatives  •at  or  in  proximity  to  an  employment  or  public 
welfare  office." 

Responding  to  concerns  expressed  by  the  Department  of  Education's  Inspector 
Seneral  and  the  Department  of  Justice,  the  NHSC  has  entered  into  an  egreemant 
w  th  the  Department  of  Education  in  1989  to  validate  an  Institution's  determina- 
tlon  of  course  length  for  home  study  schools.   The  NHSC's  course  length  valida- 
tion procedure  relieves  the  Department  of  the  responsibility  of  establishing 
separate  procedures  to  assess  course  length  in  home  study  schools, 

m-  Further,  through  use  of  th*  standards  of  th*  nhsc.  th*  nhsc  <crr#duin0 
C«wission  1s  effectively  ftlimlmtlag        m  «h^u  by  direct  or  im^t 
termination  Of  their  accreditation  or  by  placing  wre  1i»u*t<Qns  on  thmjr 

operations  for  f»41»re  to  mmmt SjjjSjS  stlt^rd"        "■'wwn  w»  »«u 

In  spite  of  the  fact  that  this  is  not  accreditation's  role,  the  Commission  has 
been  able  to  act  more  quickly  and  decisively  than  government  agencies. 

Schools  Lose  Federal  Eligibility  Dm  to  WSC  Action 

In  the  case  of  one  school  in  Florida,  even  though  the  Department  of  Education  had 
failed  to  move  against  the  school  {state  agencies  had  already  threatened  action 
and  had  demanded  refunds),  the  NHSC  Accrediting  Commission  demanded  compliance 
with  its  standards.   When  the  school  failed  to  comply,  the  Commission  terminated 
accreditation.    By  terminating  accreditation,  the  Coawission  also  effectively 
terminated  federal  assistance  to  the  school  and  ttertb?  eliminated  further  abuse 
of  federal  funds. 

Even  though  this  school  later  announced  that  it  had  submitted  its  resignation 
from  NHSC  accreditation,  the  resignation  was  invalid  since  the  school  had  been 
notified  of  its  loss  of  accreditation  ten  days  earlier. 

In  the  case  of  a  school  in  California,  the  Inspector  Seneral  had  audited  and  hid 
found  a  school  guilty  of  failing  to  monitor  satisfactory  academic  progress  and 
failing  to  properly  calculate  and  make  resulting  mfutuls  to  students.    The  NHSC 
made  a  special  visit  to  the  school.   Hften  the  NHSC  visiting  team  confirmed  that 
the  school  was  in  violation  of  the  NHSC  refund  standards  and  was  also  unable  to 
meet  Its  financial  obligations,  the  school  resigned  its  accreditation  rather  than 
hJ*1n?<  Vfr*1n!tf?  !l  1  forthcoming  «*eting  of  the  Omission.   Again,  this 
effectively  terminated  federal  assistance  to  the  school  and  eliminated  the 
further  abuse  of  federal  funds. 

Through  similar  aggressive  stances  taken  against  a  school  in  Indiana,  one  in 
California,  and  another  in  Florida,  the  Commission  acting  alone  has  taken  actions 
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which  wmre  directly  responsible  for  eliminating  further  abuse  of  federal  programs 
by  these  schools. 

But  the  solution  for  eliminating  default,  fraud  and  abuse  cinnot  be  left  to  the 
accrediting  agencies.  It  mist  be  done  by  the  government.  which  is  the  legally 
authorized  party.    Again  quoting  frote  the  Califano  report,  the  1977  study  group 
rescinded: 

"The  study  group  momwmmis  that  0£  make  an  effort  to 
prosecute  individuals  through  the  courts,  based  on  the 
provisions  of  the  Education  Amendments  of  1976." 

'A  progrM  which  can  be  violated  with  Impunity  by  a  few 
will  ultimately  be  violated  by  many.    Individuals  who 
receive  federal  aid  or  who  administer  the  aid  available 
to  others  ar*  the  bearers  of  a  public  trust,  and  they 
should  clearly  understand  the  nature  and  extent  of  this 
responsibility.    Those  that  abuse  that  trust  should 
suffer  the  legal  consequences  of  their  actions.    A  few 
successful  prosecutions  would  do  much  to  eliminate  fraud 
and  abuse." 

It  appears  that  the  slowness  of  the  Department  of  Education  to  act  has  placed  an 
inordinate  burden  on  -  and  resulted  in  subsequent  legal  actions  against  the 
accrediting  commissions. 

mm  Accrmdititg  Commission  tm  mot  Imflmamcmm*  by  It*  Associate*  LimUpm 

In  refuting  the  charge  that  Commission  actions  are  influenced  by  linkages  with 
schools  alleged  to  be  committing  acts  of  fraud  ami  mismanagement,  it  seems 
appropriate  to  mention  that  in  the  last  two  y**r*%  it  baa  been  necessary  for  the 
NHSC  Accrediting  Commission  to  take  action  against  a  number  of  schools  whose 
chief  executive  officers  held  offices  and  trusteeships  in  the  NHSC.   Had  these 
school  officials  been  able  to  control  or  influence  the  Accrediting  Commission, 
the  accreditation  of  these  schools  would  cmrtainly  not  have  been  withdrawn.  In 
fact,  four  of  the  seven  members  of  the  NHSC  Accrediting  Commission,  including  the 
Chairman  of  the  Commission,  are  public  members,  persons  who  are  in  no  way 
affiliated  with  any  school. 

No  accredited  school  is  exempt  from  compliance  with  NHSC  standards.    The  Ac- 
crediting Commission  has  continuously  demonstrated  that  being  an  NHSC  official 
does  not  relieve  the  school  of  meeting  its  accreditation  obligations. 

IV.    {n  order  to  reduce  abuses  in  the  future,  the  NHSC  has  proposed  l/fQur  Point 
pi in"  (see  attached!  which  merits  the  consideration  of  those  lookino  for  a 
yiv  imSlem  the  problem    If  entcted.  the  WSC  plan  will  better  control 
the  flo«  of  funds  to  schools  and  will  eliminate  much  of  the  abuse  which 
pccur*  ymjer  the  present  law. 

The  NHSC  has  proposed  that  specific  changes  be  made  in  the  law  and  regulations  in 
the  case  of  home  study  to  better  accommodate  the  unique  characteristics  of  the 
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home  study  method  Md  it  tte  same  time  eliminate  mm  of  the  tests  mentioned 
above.   Tnt  cheages  would  also  reduce  concern  ef  tht  AccrtdUtng  Cow  is  $  ton  is 
they  Mould  prevent  abuse  of  tht  NHSC  standards  as  wall  as  tht  ftdtra!  regula- 
tion*. 

In  taking  such  dramatic  recommendations  as  these  in  its  Four  Point  Plan,  which 
would  do  financial  ham  to  member  schools,  tht  NKSC  has  demonstrated  tht  serious- 
ness of  its  wish  to  cooperate  with  government  in  controlling  against  abuse. 


V.     Howe  ttudv  education  does  not  f At  the  pattern  of  other  fori  of  education. 
Regulation!  promulgated  h»  the  Department  of  Education  for  traditional 
educational  Institution*  should  not  force  correspondence  schools  into  a 
-residential  school*  mode  and  into  polices  which  are  irrelevant  to  the 
goals  of  correspondent*  study. 

Howe  study  accreditation  differs  from  other  accreditation  in  the  following  ways: 

e      Schools  accredited  by  the  MHSC  offer  training  at  all  Itvtls,  from 
elementary  education  to  the  Master's  degree  level. 

e     NHSC  schools  do  not  offer  residential  training,  except  for  those  which 
offer  a  short  residential  segment  as  part  of  a  "combination  home  study- 
resident  progrie. *    Instruction  1s  conducted  primarily  through  the 
mails. 

e     From  the  start  of  private  correspondence  education  a  century  ago, 

students  were  encouraged  to  study  at  their  own  pace.   A  hioh  achiever 
could  move  swiftly.   Students  were  permitted  to  study  at  their  own 
pace.    If  personal,  employment  and  other  circumstances  so  dictated,  a 
student  could  adjust  his  pace  of  study  and  alter  the  time  it  took  to 
complete  tht  course  to  suit  these  circumstances.   The  primary  goal  was 
to  learn  the  subject  well,  not  compete  against  the  calendar-   the  many 
federal  rules  which  mandate  a  particular  rate  of  progress  through  a 
course  art  an  anathema  to  the  traditional  concept  of  home  study. 

e     The  NHSC's  is  the  only  accrediting  commission  whose  responsibility  is 
defined  in  terms  of  the  teaching  method  rather  than  the  level  of 
education  or  the  subject  matter. 

e     No$t  students  in  home  study  are  adults,  their  average  age  being  32-36 
years  of  age. 

e      Courses  are  offered  in  many  subjects  not  usually  taught  in  resident 
schools,  e.g.,  gemology,  locfcsmithing,  doll  technology,  and  yacht 
design. 

e      Few  of  the  NHSC  accredited  schools  participate  in  federal  programs 
(fewer  than  20  currently). 
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vi.  ftdf"1  matm  financial  assistance  tn  stents  Ig^fK^lu^y 
^gSSSSL  5  —  5        not  »t  ov  oihtr  form  of  criusHlon. 

Federal  student  financial  assistance  should  continue  because: 

t      Nome  study  Is  wore  sought  after,  wore  used  and  wore  needed  than  ever 
before i 

•     Home  study  emets  the  educational  needs  of  servicemen  and  women  who  can 
not  physically  attend  a  resident  school; 

e     Home  study  fills  a  need  not  e*t  by  other  educational  organ nations  and 
Methods; 

e     How  study  gives  hope  to  many  who  are  111,  handicapped  or  otherwise 
confined  to  their  homes; 

e      Home  study  provides  opportunities  for  students  who  cannot  Interrupt 
their  jobs  to  attend  cusses; 

e      Home  study  provides  educational  access  to  mothers  In  dire  need  of  Job 
skills  but  unable  to  leave  small  children  without  care;  and. 

e      Through  Its  own  extensive  use  of  the  home  study  method,  government 
agencies  have  demonstrated  their  belief  In  hoe*  study  as  a  viable  and 
effective  learning  aethod. 

Past  infractions  of  student  aid  rules  by  a  few  now  study  schools,  can  be  cor- 
rected through  changes  In  the  law  proposed  by  the  WSC  In  its  four  Point  Plan. 

Cmemmrrttaw  Cartel  Rate  a  Difference 

Title  IV  programs  became  law  1n  the  arid- 1  WO' i  In  an  atmosohere  of  cooperation 
and  openness  and  m  a  sense  of  shared  ownership  between  colleges  and  schools, 
federal  agencies,  states  and  local  educational  supporters. 

During  the  next  20  years,  scores  of  cooperative  efforts  succeeded  J"  'j^t 
direction  of  the  programs.   Kasslve  training  programs  were  ^tai^n  by  states 
cooperating  with  federal  officials.    Proprietary  school  accrediting  emissions 
and  associations  Implemented  a  default  prevention  training  program    The  Depart- 
inY ofEducatlon  accepted  the  emerging  regional  proprietary  councils  as  a  forum 
for  cooperation  and  communication  with  the  Department  and  with  accrediting 
commissions. 

But  now,  in  this  troubled  time,  when  the  fallout  from  fraud  ™jm d*!Iult 

1s  threatening  to  seriously  curtail  the  programs,  at  a  tie*  when  the  media  is 
full  of  allegations  of  "cheating  the-  tajoayer/  at  a  tie*  when  ft  Jjm  ont 
guarantee  agency  Is  facing  bankruptcy,  there  appears  to  be  no  willingness  to 
cooperate  in  seeking  solutions. 

Federal  and  state  governmental  tgendes  and  the  accrediting  commissions  need  to 
share  what  they  knov.  about  Individual  schools,  other  state  agencies,  secondary 
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asarkets.  banks  and  other  actors  in  tht  complicated  network,  They  ncttf  to  work 
together  to  develop  regulations  which  Mill  control  but  still  are  Meaningful  to 
ell  types  of  schools* 

Through  the  sharing  of  Ideas*  by  developing  rmmedlee  together,  and  by  open 
cooperation  and  communication  we  coulo>go-a  long,  way  toward  solving  our  present 
problem. 


The  Msslve  problem  and  the  failures  to  eliminate  fraud  and  abuse  In  student 
financial  aid  programs  should  not  be  blamed  on  the  home  study  method,  students  1n 
home  study  schools,  the  National  Home  Study  Council  or  its  Accrediting  Commis- 
sion.   Students  In  home  study  need  and  deserve  student  financial  assistance  the 
same  as  any  other  class  of  students. 

Any  decisions  which  would  restrict  the  approval ,  the  authority  or  the  stature  of 
the  Accrediting  Commission  of  the  National  Home  Study  Council  would  do  greet 
Injury  to  a  tried  and  proved  method  of  education  in  our  country.    It  would  also 
be  a  bitter  blow  to  a  respected  and  seasoned  organization  which  has  earned  Us 
place  among  educational  Institutions  and  whose  ultimate  concerns  are  the-  educa- 
tional quality  of  home  study  in  America. 


Cmmclmstem 


Josephine  L.  Ferguson 
Commissioner,  NHSC 
September  10,  1990 


Accrediting  Commission  of  the 
National  Home  Study  Council 
1601  18th  Street,  N.¥. 
Washington,  D.C.  20009 
ZOZZU- S100 
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NKSC's  Position  on  R«authortmSon  of  tht  Higher  Education  Act  for  How  Study 


With  the  Higher  Education  Assistance  Act  scheduled  to  expire  in  1991.  Congress 
and  the  Administration  have  bequn  work  on  reauthorizing  legislation  to  continue 
federal  a*d  to  students.    The  Board  of  Trustees  of  the  National  Howe  Study 
Council,  at  its  March  14,  1990  meeting,  unanimously  adopted  a  Council  position 
and  recordations  regarding  reauthorization  of  Title  IV  federal  student  aid 


The  Council's  position  reflects  the  philosophy  of  the  NHSC  and  will  serve  as  the 
basis  for  our  efforts  to  continue  the  availability  of  federal  assistance  to 
correspondence  school  students.    NHSC  members  are  well  aware  of  publicized  cases 
of  perceived  abuses  with  the  federal  aid  programs.    Rather  than  tjk ing  a 
defensive  position,  the  Board  believes  the  best  strategy  is  to  offer 
recommendations  for  the  strengthening  of  the  programs  so  that  students  who  wish 
to  use  such  benefits  for  correspondence  study  can  do  so  in  ways  that  preserve  and 
enhance  the  traditional  benefits  of  the  home  study  method. 

Said  NH$C  President  Janes  £.  Godfrey,  "Given  the  harsh  reality  of  past  abuses  of 
federal  programs,  abuses  that  have  been  repeatedly  exposed  in  the  media  to  the 
detriment  of  all  home  study  education,  constructive  changes  are  necessary.  These 
recommendations  are  responsible  and  rational  remedies  for  weaknesses  tnherent  to 
the  current  programs.    The  fact  is,  the  survival  of  federal  aid  for  home  study  is 


The  NHSC's  four  Point  Plan  for  reauthorized  aid  for  home  study  schools  and  their 
students  is. 

i.     a  participating  school  must  enroll  a  significant  number  of  bona  fide 
students  who  do  not  use  th#  aid  programs. 

As  *  condition  for  institutional  eligibility  in  Title  IV  student  assistance 
programs,  howe  study  schools  should  be  required  to  enroll  a  proportion  of 
students  who  do  not  receive  any  Title  IV  federal  student  assistance.  This 
percentage  of  non- federally  funded  students  Should  be  at  least  IS  percent  of 
the  enrollment  in  each  eligible  program. 


Number  20 


April  19,  1990 


Tht  Four  Point  PUo 


prt  jrams. 


at  stake." 


(over,  please) 
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2.     Aid  should  bt  disbursed  as  students  successfully  progress  through  their 
•ducatioaal  prograas  ...  rairNtrsaawt,  Dflt  pf-totmmmKl. 

Piywenti  to  tht  Institution  for  federal  student  aid  should  be  ^iwbursed 
after  the  student  has  successfully  completed  »easurable  segwen^s  of  a  course 
of  study. 


3,  The  amnt  of  federal  aid  to  boae  study  students  should  not  exceed  the 
published  tuition  aaaxnt. 

Horn  %U6y  students  should  only  receive  federal  assistance,  including  both 
grants  and  loans,  equal  to  or  less  than  the  school's  published  tuition.  The 
published  tuition,  for  this  proposal,  could  include  reasonable,  actual  costs 
for  travel  to  and  fro*  required  resident  training  and  livfng  expenses  during 
required  resident  training.    Federal  aid  for  resident  training  travel  and 
living  expenses  should  be  disbursed  when  the  student  begins  the  resident 
training. 

4.  Course  length  end  standards  of  progress  Isms  end  regulations  should  allow 
for  the  independent  r  self -paced  nature  of  hone  study. 

Because  of  the  student-paced  nature  of  this  method  of  education,  federal 
laws  and  regulations  should  Provide  flexibility  in  the  interpretation  of 
course  length  requirenents  and  standards  of  progress  so  that  the  advantages 
of  the  ho&e  study  aethod  are  preserved. 

The  NHSC's  overall  goal  in  reauthorization  is  to  assure  access  for  correspondence 
study  students  in  future  federal  programs  so  that  these  students  have  the  same 
opportunity  for  federal  assistance  as  students  in  other  forms  of  education. 

The  NHSC  Board  of  Trustees  strongly  encourages  KNSC  seatber's  to  endorse  and  give 
full  support  to  all  of  these  proposals,  so  that  the  Council,  speaking  with  one 
voice,  will  succeed  in  preserving  future  eligibility  for  hoae  stu^y  students. 


Will tam  A,  fowler 
Executive  Director 
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PRESS  RELEASE     -  EXSC.  Sum. 
For  Immediate  Release 
September  11,  1990 


For  Additional  Information 
Contact:    Xarmie  Edwards 
Phensi  (202)  659-2460 


■EDUCATION  DEPARTMENT  DISTORTS  ACCREDITATION  ROLE 
AND  DEFAULT  INITIATIVES* 


Tha  Aaaociation  of  Independent  Colleges  *  Schools  (AICS)  questions 
the  efforts  of  the  U.S.  sscretary  of  Education  to  ralata 
accraditation  to  dafault  rata*  at  pomteaeondary  institutions.  AICS 
balievas  that  tha  Secretary  haa  imposed  a  new  standard  for 
recognising  accrediting  bodies  and  has  «fiinimis«d  the  many 
successful  efforts  undertaken  by  the  aasociations  and  institutions 
to  rsduce  student  loan  defaults* 

Yesterday,  the  Secretary  issued  a  press  rsleasa  which  announced 
that  he  would  review  seven  accrediting  agencies  that  accradit  89 
institutions  with  »high  default  rmtee"  yat  the  Secretary1 s  own 
regulations  which  eatablished  criteria  for  recognizing  accrediting 
bodies  do  not  anywhere  addrass  tha  ii?ue  of  defaults. 

The  Department*  a  present  efforts  distort  the  role  of  the 
accrediting  bodiea  in  that  accreditation  primarily  reviews 
educational  quality.  State  licensing  bodiea  loo*  primarily  at 
financial  stability  and  consumer  protection  mattars,  while  the  U.S. 
Department  of  Education  is  responsible  for  oversight  of  the 
administration  of  federal  student  aid  programs,  including  tha  loan 
programs. 

AICS  believes  that  graduation  and  placement  rates  are  such  better 
indicators  of  educational  quality  and  institutional  integrity. 

Many  atudies  indicate  that  the  beat  predictor  of  default  relates 
to  the  par  cent  age/ number  of  borrowers  who  come  from  lower  socio- 
economic backgrounds. 


ERIC 


56u 


541 


Page  2 


In  November  1987,  then-Secretary  Bennett  indicated  that  the 
Department  would  review  a  rery  institution  with  a  default  rata  above 
50%  and  tha  rasulta  of  tht*  raviaw  hava  navar  baan  published, 

AICS  and  othar  aaaociationa  dealing  with  privata  caraar  schools 
hava  baan  at  tha  forafront  of  default  pravantion  and  managaaent 
actions*  Sinca  1987,  ovar  a  thousand  parsons  hava  baan  trainad  in 
dafault  prevention/manegement  procaduraa  at  ovar  50  training 
sessions  throughout  tha  country* 

Tha  default  data  us  ad  in  tha  Secretary's  prass  ralaasa  wara  for 
those  loans  going  into  repayment  in  fiscal  1988.  Most  of  those 
students  borrowed  in  1987  or  earlier,  prior  to  tha  implementation 
of  borrowing  limitations  lagislatad  by  tha  Congress,  tha  dafault 
regulations  promulgated  by  Secretary  Cavasos,  and  tha  dafault 
managament  programs  established  by  AICS  and  other  associations. 

Othar  "facts'*  in  tha  Secretary's  press  release  which  lead  to  a 
aisperception  about  tha  status  of  tha  default  issue  are: 

o  of  tha  89  institutions  cited  by  the  Secretary,  31  (or  35%) 
are  closed. 

o  The  "closed"  institutions  made  up  $145  million  (or  39%)  of 
the  $365  million  in  default  at  the  89  institutions  identified  by 
the  Secretary. 

o  of  the  remaining  58  institutions,  seven  are  in  Chapter  11 
bankruptcy  status  or  under  a  legal  stay  and  19  are  under  a  special 
accreditation  review. 

o  Contrary  to  the  Secretary's  implication,  many  of  the  school 
closings  occurred  because  of  accrediting  commission  actions,  not 
actions  of  the  Department  of  Education. 

o  Many  of  the  remaining  schools  use  aggressive  and  novel 
approaches  to  loan  collection  which  will  undoubtedly  have  more 
positive  results  on  their  default  rates. 

o  Only  8,000  of  tha  10,000  postaecondary  institutions  in  the 
United  States  are  eligible  for  the  federal  student  loan  programs , 

o  The  Secretary's  press  release  gives  the  impression  that  only 
a  few  accrediting  bodies  are  involved  in  the  majority  of  the  so- 
called  problem.  While  there  are  approximately  100  accrediting 
agencies  in  the  country,  less  than  25  of  them  are  institutional 
accrediting  agencies  from  which  federal  student  aid  eligibility 
derives.  Most,  of  the  accrediting  agencies  recognized  by  the 
Secretary  are  specialized  accrediting  agencies  which  have  little 
or  no  involvement  in  the  federal  eligibility  issue. 
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PRESS  RELEASE 

For  Immediate  Release 

September  IX,  1990 


For  Additional  Information 
Contact:    Harmie  Edwards 
Phone:   (202)  659-2460 


"EDUCATION  DEPARTMENT  DISTORTS  ACCREDITATION  ROLE 
AND  DEFAULT  INITIATIVES " 


The  Association  of  Independent  Colleges  6  Schools  (AICS)  questions 
the  efforts  of  the  U.S.  Secretary  of  Education  to  relate 
accreditation  to  default  rates  at  postsecondary  institutions*  AICS 
believes  that  the  Secretary  has  imposed  a  new  standard  for 
recognizing  accrediting  bodies  and  has  minimized  the  many 
successful  efforts  undertaken  by  the  associations  and  institutions 
to  reduce  student  loan  defaults. 

Yesterday,  the  Secretary  issued  a  press  release  which  announced 
that  he  would  review  seven  accrediting  agencies  that  accredit  39 
institutions  with  "high  default  rates. Dr.  James  K.  Phillips, 
Executive  Director  of  the  AICS  Accrediting  commission,  remarked 
that  "the  Secretary's  own  regulations  which  established  criteria 
for  recognizing  accrediting  bodies  do  not  anywhere  address  the 
issue  of  defaults. "  Dr.  Phillips  went  on  to  express  concern  "the 
Secretary  would  issue  the  new  policy  in  a  press  release  prior  to 
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s»«ting  with  the  heads  of  the  accrediting  agencies  under  review  so 
that:  an  objective  discussion  of  the  issue  could  occur." 

During  the  past  year,  AXCS  and  the  other  accrediting  agencies  tried 
to  meet  with  the  Department  of  Education  to  delineate  clearly  the 
appropriate  responsibilities  for  the  current  state 
licensure/private  accreditation/ federal  eligibility  t^iad.  Ales 
believes  that  if  the  Secretary  really  wants  the  National  Advisory 
Committee  on  Accreditation  and  Institutional  Eligibility  (NACAIE) 
to  consider  default*  when  reviewing  an  accrediting  body,  he  should 
promulgate  regulations  to  that  effect  so  that  the  public  would  have 
the  opportunity  to  comment  on  the  regulations  before  they  are 
finalized. 

The  Department's  present  efforts  distort  the  role  of  the 
accrediting  bodies  in  that  accreditation  primarily  reviews 
educational  quality.  state  licensing  bodies  look  primarily  at 
financial  stability  and  consumer  protection  matters,  while  the  U.S. 
Department  of  Education  is  responsible  for  oversight  of  the 
administration  of  federal  student  aid  programs,  including  the  loan 
programs. 

AXCS  believes  that  graduation  and  placement  rates  are  much  better 
indicators  of  educational  quality  and  institutional  integrity.  In 
recent  months  AICS  has  written  to  Department  officials  urging  them 
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to  make  public  and  use  data  on  graduation  rates  and  placement  rates 
of  all  institutions  providing  postsecondary  vocational  training. 
This  information  was  recently  collected  by  the  Department  as  a 
part  of  regulatory  requirement  imposed  last  year. 

The  Secretary's  recognition  criteria  require  that  the  accrediting 
bodies  be  evaluated  on,  among  other  things,  the  extent  to  which 
they  review  an  institution's  documentation  and  disclosure  of  the 
educational  and  job  success  of  its  students.  AICS  requires  its 
institutions  to  provide  graduation  and  job  placement  data  and  they 
are  used  by  the  Commission  in  evaluating  institutions  during  the 
accreditation  process. 

While  the  AICS  Accrediting  Commission  standards  for  evaluating 
institutions  do  provide  that  high  defaults  can  be  a  trigger  for  a 
more  detailed  review  of  the  institution,  objective  analyses  of 
default  rates  confirm  that  defaults  in  and  of  themselves  are  not 
indicators  of  poor  education  offerings  or  bad  practices.  Many 
studies  indicate  that  the  best  predictor  of  default  relates  to  the 
percentage/number  of  borrowers  who  come  from  lower  socio-economic 
backgrounds.  Hence,  private  career  schools,  community  colleges, 
historically  black  colleges  and  universities  who  serve  high-risk 
populations  tend  to  have  much  higher  default  rates. 
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Policymakers  often  focus  -o  much  on  the  dollar  coats  and  not 
sufficiently  on  the  reason  why  borrowers  default  in  the-  first 
place.  For  the  past  decade ,  postsecondary  students  have  received 
an  increasing  proportion  of  their  student  aid  in  the  form,  of  loans 
instead  of  grants.  Thus,  many  low- income  students  who  probably 
should  be  receiving  more  grant  aid  must  borrow,  ultimately  leading 
to  defaults.  Unless  the  federal  government  addresses  this  very 
reel  problem,  this  nation  must  be  ready  to  face  the  dire  social 
consequences  of  inaction. 

As  the  Department  stated  in  its  recently-published  booklet  entitled 
Reducing  student  Loan  Defaults,  "siost  borrowers  defaulted  because 
they  did  not  have,  or  did  not  believe  they  had,  the  ability  to 
repay  their  loans." 

Dr.  James  Foran,  vice  President  of  Operations  &  Educational  Affairs 
at  AXCS,  stated  "that  in  Kovember  1987 ,  then-Secretary  Bennett 
indicated  that  the  Department  would  review  every  institution  with 
a  default  rate  above  501  and  the  results  of  this  review  have  never 
been  published."  It  is  AICS's  understanding  that  over  45%  of  the 
201  institution*  subject  to  this  review,  had  no  dollar  findings 
which  had  to  be  repaid  and  that  over  77*  had  to  pay  less  than 
$10,000.  AICS  believes  that  the  Department  was  unable  to  draw  a 
direct  correlation  between  high  defaults  and  improper  practices  or 
maladministration  of  the  student  loan  programs  once  they  reviewed 
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those  institutions. 

Dr.  Foran  went  on  to  not*  that  hlCS  and  other  association*  dealing 
with  private  career  schools  hava  been  at  tha  forefront  of  default 
prevention  and  management  actions.  Sinca  1987,  over  a  thousand 
parsons  hava  bean  trained  in  default  prevention/management 
procedures  at  over  50  training  sessions  throughout  tha  country. 
"We  believe  that  the  actions  of  the  Associations  to  encourage 
repayment  of  loans  has  had  an  demonstrable  and  positive  impact  on 
the  default  rates, H  says  Foran. 

The  default  data  used  in  the  Secretary's  press  release  were  for 
those  loans  going  Into  repayment  in  fiscal  1988.  Most  of  those 
students  borrowed  in  198?  or  earlier,  prior  to  the  implementation 
of  borrowing  limitations  legislated  by  the  Congress,  the  default 
regulations  promulgated  by  Secretary  Cavazos,  and  the  default 
management  programs  established  by  AICS  and  other  associations. 

Foran  went  on  to  note  several  other  "facts'*  which  lead  to  a 
misperception  about  the  status  of  the  default  issue: 

o  of  the  89  institutions  cited  by  the  secretary,  31  (or  35%) 
are  closed. 
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o  The  "closed"  institutions  made  up  $145  million  (or  39%)  of 
the  $365  million  in  default  at  the  89  institutions  identified  by 
the  Secretary. 

o  Of  the  remaining  53  institutions,  seven  are  in  Chapter  11 
bankruptcy  status  or  under  a  legal  stay  and  19  are  under  a  special 
accreditation  review. 

o  Contrary  to  the  Secretary1 s  implication,  many  of  the  school 
closings  occurred  because  of  accrediting  commission  actions,  not 
actions  of  the  Department  of  Education, 

o  Many  of  the  remaining  schools  ,  use  aggressive  and  novel 
approaches  to  loan  collection  which  will  undoubtedly  have  more 
positive  results  on  their  default  rates. 

o  Only  8,000  of  the  10,000  postsecondary  institutions  in  the 
United  states  are  eligible  for  the  federal  student  loan  programs. 

o  The  Secretary's  press  release  gives  the  impression  that  only 
a  few  accrediting  bodies  are  involved  in  the  majority  of  the  so- 
called  problem*  While  there  are  approximately  ioo  accrediting 
agencies  in  the  country,  less  than  25  of  them  are  institutional 
accrediting  agencies  from  which  federal  student  aid  eligibility 
derives.      Host  of   the   accrediting  agencies   recognized  by  the 
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Secretary  are  specialised  accrediting  agencies  which  have  little 
or  no  involvement  in  the  federal  eligibility  issue. 

o  While  txie  89  schools  cited  by  the  Secretary  have  large  default 
volumes  on  the  surface,  many  of  those  institutions  have  several 
branches  each.  The  institutions  cited  by  the  secretary  probably 
have  up  to  300  locations  throughout  the  country. 

Phillips  affirmed  that  the  default  problem  is  a  real  one,  but  that 
accreditation's  involve»3nt  in  the  issue  should  be  limited.  The 
focus  of  accreditation  should  be  on  matters  related  to  educational 
quality,  not  federal  student  aid.  The  Department  of  Education 
should  have  the  primary  responsibility  for  overseeing  the 
administration  of  the  federal  student  aid  programs,  including  the 
loan  default  issue. 

Phillips  urged  the  Department  to  work  pro-actively  with  the 
accrediting  agencies  in  evaluating  educational  quality  and,  in  so 
doing,  not  further  confuse  role  distinctions.  Phillips  stated  that 
the  Depa rtment  of  Education  reviews  the  files  of  Arcs-accredited 
institutions  during  the  recognition  process  and  at  other  times  upon 
request. 

************** 
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1IM  Sowthwn  lar»e  *  t>e<#n/;.G«or|n  J0«*~#W7 
Irhphont  WATS  800/249-7701 


September  24, 1990 


The  Honorable  Sarn  Nunn 
Chairman 

Senate  Permanent  Subcommittee  on  Investigations 
Committer  on  Governmental  Affairs 
Washington,  D.C.  20510-6250 

Dear  Senator  Nunn  and  Member* of  the  Committee 

This  is  in  response  to  your  letter  dat*d  September  5, 1990  in  which  you  invited  me  to  submit 
a  written  statement  for  the  Senate  Permanent  Subcommittee  on  Investigations'  hearing  record.  We 
sincerely  appreciate  the  opportunity  to  present  our  views  and  recommendations  regarding  the 
operation  of  the  Federal  student  aid  program,  licensing,  accreditation,  eligibility  /certification, 
and  media  criticism  among  other  i»ues 

Certainly,  everyone  who  is  familiar  wtth  student  aid  and  loan  defaults  is  seriously 
concerned  about  how  to  reduc*  the  default  rate  of  students  without  unfair  denial  of  access  lo 
Federal  loans  and  grants  particularly  to  those  untrained  and  disadvantaged  who  need  framing 
most.  Fraud  and  abuse  of  the  programs -whet her  by  students  or  by  unscrupulous  proprietary 
school  operators  or  by  a  school's  failure  to  teach—are  problems  which  reach  across  the  entire 
spectrum  of  educational,  social  banking,  and  legislative  agencies  There  is  no  one  culprit  nor  any 
onesolutton.  And  while  it  is  counter-productive  to  say  the  problems  are  too  big  for  any  oneagency 
to  handle,  it  is  also  equally  counter-productive  to  place  the  blame  for  fraud  and  abuse  at  the  door 
of  any  one  particular  agency  or  group.  Rather,  it  is  hoped  that  all  groups,  agencies  and  organize 
tions  will  work  together  toward  ameliorating  defaults,  fraud,  abuse,  and  inequality  of  training 
opportunities 

Equal  Access  of  Opportunity 

One  of  our  concerns  is  equal  access  of  opportunity  for  students  to  obtain  appropriate  oc- 
cupational skills  for  entry  into  the  mainstream  of  America's  workplace.  The  proprietary  trade 
school  and  the  public  postsecondary  vocational  school  are  the  two  places  where  those  who  have 
been  failed  by  public  schools  can  obtain  necessary  skills.  These  schools  also  serve  a  tremendous 
national  and  international  need  for  retraining,  upgrading  and  certifying  millions  of  workers  who 
must  seek  new  skills  during  a  period  of  significant  economic  and  technologic  change.  The 
dependency  upon  these  institutions  is  expected  to  increase  as  military  training  programs  are 
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reduced,  it  is  evident  from  the  trend  of  public  postse<ondary  vocational  schools  toward  offering 
more  two  year  degree  programs  and  less  diploma  /certificate  programs  that  untrained  disadvan- 
taged adults  and  those  seeking  retraining  will  be  compelled  to  seek  occupational  skills  from 
proprietary  schools  in  greater  numbers  in  the  very  near  future.  And  unless  circumstances  change 
drastically,  the  proprietary  school  may  become  their  major  source  or  training  by  the  next  decade. 

VSDE*  Use  of  News  Media  Creates  Inaccurate  View  of  Accrediting  Bodies 

Since  this  Commission  desires  to  work  cooperatively  in  attempting  to  ameliorate  fraud  and 
abuse  of  federal  programs,  we  are  very  concerned  about  the  manner  in  which  USDE  has  turned  to 
the  media  and  used  it  to  focus  attention  unfairly  upon  accrediting  agencies.  The  ISDE  news 
release  (See  Exhibit  #  1  attached. )  dated  September  10, 1990,  for  example,  relates  high  defauJ*  rates 
with  certain  proprietary  schools  and  suggests  that  accrediting  bodies  must  hold  high  defs.aH  rate 
schoolsaccountsble,  The  article  notes  that  USDE  will  review  actions  that  accrediting  agencies  have 
taken  toward  high  default  rate  institutions.  Attached  to  this  news  release  is  a  list  of  89  schools  cited 
for  high  default  rates  and  high  volume  of  loans  in  default.  Indeed  many  of  these  are  bad  schools 
Some  were  bad  schools  before  the  default  rates  were  published -even  before  the  final  USDE  audit 
was  published  a  year  after  the  school  was  closed  down.  Anyone  looking  at  this  Ust  would  assume, 
however,  that  all  of  the  schools  listed  are  still  in  business  and  the  accrediting  bodies  have  done 
nothing  about  them.  This  is  simply  not  true! 

Of  the  10  listed  schools  shown  as  accredited  by  SACS/COEI,  six  have  closed  under 
conditional  status  with  the  Commission;  one  school  is  presently  under  Warning,  and  the  three 
remaining  institutions  ant  currently  in  good  standing.  One  has  to  wonder  why  USDE  did  not 
verify  within  its  own  record  tystem  or  with  the  accrediting  agencies  the  schools  that  are  closed  and 
the  conditions  under  which  each  closure  occurred  before  issuing  such  an  important  statement. 

USDE**  Default  Lists  Contain  Outdated,  Inaccurate  and  M isle* Zing  Information 

Serious  harm  can  result  from  the  specious  or  inaccurate  publication  of  default  lists  such  as 
the  list  of  117  institutions  with  their  purported  accreditation  under  SACS/COEI  as  published  by 
USDE  under  IRMS  September  4, 1 990  (See  Exhibit  92  enclosed.).  Approximately  1 6  of  these  schools 
are  closed  several  as  an  indirect  or  direct  action  of  COEI  At  least  10  listed  schools  are  presently 
on  conditional  status.  One  of  the  schools  listed  has  never  been  accredited  by  SACS;  at  least  two 
schools  on  the  proprietary  school  list  are  not  proprietary  but  public  vocational  institutions,  thus 
revealing  the  lick  of  accuracy  of  such  lists. 

There  are  also  schools  listed  as  having  high  default  rates  which,  by  any  standards  of 
reasonableness  and  common  sense,  should  net  be  on  a  nationally  published  list  when  publication 
may  bring  notoriety  to  the  institutions  named  The  most  blatant  examples  are  SACS/COEI 
accredited  Barrett  k  Company  School  of  Hair  Design,  Kentucky,  which  placed  one  loan  and 
thereby  had  one  default  for  a  100%  default  rate;  and,  Sidney  N.  Collier  Memorial  Vocational  Tech- 
nical School  in  Louisiana,  a  public  school,  which  made  two  loans  and  had  two  defaults  for  a  100% 
default  rate.  Although  we  all  make  mistakes,  it  does  appear  that  USDE  would  be  a  bit  more  accurate 
and  fair-minded  in  presenting  information  to  the  public.  After  ait  there  are  enough  problems 
without  making  them  $ppw  larger  than  they  really  are. 
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Relationship  Between  Program  Quality  and  Default  Rate  Unclear  and  Unproven 

COEI  la  quite  concerned  about  what  USDE  claim*  Is  a  causal  relationship  between  high 
default  rateand  quality  of  scK^line.  For  cure,  many  admittedly  bad  schools  do  have  high  default 
rates;  but  they  can  be  put  out  of  business  because  they  are  in  fact  bad  not  necessarily  bad  because 
they  recruit  the  disadvantaged,  default  prone  student.  It  can  be  shown,  however,  that  high  quality 
schools  have  a  high  default  rate.  too.  There  does  not  seem  to  be  any  empirical  evidence  to  show  that 
default  rate  U  in  any  way  an  indicator  of  educational  quality.  There  does  appear  to  be  considerable 
evidence  that  high  default  rates  may  be  associated  with  social  economic  and  cultural  issues  which 
reach  into  the  very  fabric  of  how  America  raises  and  schools  Us  children,  teaches  them  values  of 
riflht  and  wrong,  and  holds  them  responsible  for  their  behavior  as  adults.  Many  students  who 
choose  to  attend  a  bad  trade  school  as  opposed  to  a  good  one  do  so  because  they  are  attracted  by 
powerful  advertising  that  promises  a  dream.  It  is  rather  like  investing  your  savings  in  lottery 
tickets.  U  we  were  educated  to  use  better  judgement  then  there  would  be  fewer  victims  and  the 
lottery  would  foil  to  produce  appropriate  education  funds 

Reward  or  Punishment  for  the  Disadvantaged  Graduates 

There  is  a  moral  and  ethical  dilemma  when  considering  that  so  many  disadvantaged  adults 
enter  proprietary  training  program*  oftentimes  as  a  last  gasp  effort  to  break  the  welfare  cycle  and 
to  mter  the  mainstream  workforce.  When  this  individual  attends  djt$»c*  regularly,  graduates,  and 
obtains  emptoymenwven  entry  level  employment-thia  person  has  overcome  incredible  odds 
Given  that  this  man  or  woman  usually  has  dependent  children  to  support  small  wonder  that  the 
loan  ends  in  default.  Should  this  person  not  receive  special  consideration  when  paying  back  the 
loan?  Perhaps  instead  of  a  system  of  penalties,  there  ought  to  be  some  rewards  for  having 
persevered  through  school  graduated,  gotten  a  job,  and  stayed  on  the  job  more  man  a  few  months. 
Forgiving  part  of  the  loan  or  setting  up  a  reduced  payment  schedule  would  go  a  long  way  toward 
keeping  such  individuals  tn  the  mainstream.  If  such  persons  have  attended  a  '^ad*  school,  perhaps 
they  ought  to  be  rewarded  with  a  scholarship  toa  good  one,  they  have  shown  their  metal.  Forgiving 
a  federal  debt  and  rewarding  those  who  really  try  are  fundamental  tenets  of  American  dernocracy. 
Some  schools  which  have  been  identified  as  having  high  default  rates  may  also  be  schools  which 
are  doing  the  most  to  assist  the  disadvantaged  students. 

Courts  Involved  in  Accrediting  Decisions 

For  the  first  time  since  it  was  founded  in  1895,  the  Southern  Association  of  Colleges  and 
Schoob  and  COEI  have  found  themselves  embroiled  in  litigation  with  schools  COFT  has  dropped 
The  experience  has  been  at  once  enlightening,  expensive,  and  not  necessarily  encouraging. 
Although  SACS/COEi  won  two  of  the  three  cases,  there  is  serious  concern  regarding  whether  an 
accrediting  body  comprised  of  voluntary  members  actually  does  have  the  right  to  expel  a  member 
which  is  not  abiding  by  its  criteria  or  whether  such  matters  ultimately  rest  in  the  hands  of  the 
courts. 

A  federal  court  in  1990  has  found  on  the  side  of  the  plaintiff  when  COEI  attempted  to  drop 
a  school  after  appropriate  due  process  for  failure  to  abide  by  dual  accreditation,  refund  branch 
management  and  other  crtteoa.  In  fact  this  same  school  has  been  charged  with  serious  felonies 
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on  the  part  of  no  less  than  18  employees,  seven  of  whom  have  been  round  guilty.  This  school 
continues  to  operate  today  under  protection  of  the  federal  court' s  decision  as  well  as  protection 
under  chapter  II  bankruptcy  Jaw.  Any  efforts  made  by  the  accrediting  body  to  monitor  this 
school's  activities  may  be  interpreted  by  the  courts  as  "hanassment." 

We  frfjl»vo  that  such  actio**  *>y  Utt  coufts  seriously  undermine  the  intent  ftftd  Integrity 
nf  arrr^jftine  bodies.  ctTnTc^mendatton  wpujd  be  that  USPS  request  the  Department  of 
Iiglicg  ti>  gpttr  ™rh  aft  miOii  or  as  voluntary  defendants  to  assist  in  elimiratiiig 
unirfniPW  W*  operators  from  thr  KIWI  buftlnffltt,  Accrediting  bodies  slmplv  do  nothaYUte 
{inanciiJ  forces  to  defend  hv  themselyp*  against  wealthy,  but  unscrupulous  school  ore*!: 

Anyone  Can  Start  or  Buy  a  School , 

Our  experience  has  been  that  it  *  difficult  to  keep  unethical  persons  out  of  the  proprietary 
school  business  if  they  seriously  want  to  enter  it.  They  arrive  with  plenty  of  money,  establish  what 
appears  to  be  a  first  rate  school  faculty,  hire  good  instructors,  and  install  excellent  equipment  and 
materials  In  other  words,  their  institution  receives  a  state  license,  enrolls  students  for  at  least  one 
yean  and  demonstrates  to  COBI  that  the  school  meets  eligibility  criteria.  Once  m  operation  with 
federal  funds,  this  organization  utilizes  a  variety  of  schemes  by  which  to  commit  fraud  and  abuse. 
Fortunately,  COEls  compliance  process  and  complaint  procedures  bring  to  light  soma  of  these 
abusers,  but  not  always.  It  appears  likely  that  some  of  these  operators  hire  experts  )ust  prior  to  a 
sit  e  visit  to  "vacuum"  the  files  and  hide  any  evidence  of  wrongdoing-  Our  evaluators  have  gone  into 
schools  suspected  of  fraud  and  abuse  to  find  fUes  so  perfect  that  there  were  not  even  any 
typographical  errors  or  ordinary  clerical  mistake*. 

Non-Prof  it  Proprietary  Schools  Potential  Abuses* 

There  is  much  evidence  that  the  non-profit,  private  sector  school  is  another  potential 
Abuser.  Under  current  laws,  a  non-profit  school  can  be  established  under  IRS  501  c.  3  approval  and 
receive  federal  funds  the  moment  it  is  made  a  candidate  for  accreditation  A  candidate  is  a  school 
which  has  met  COE1  eligibility  criteria,  but  has  not  necessarily  met  ail  the  conditions  of  full 
accreditation.  The  candidate  school  is  given  up  to  three  years  to  meet  our  criteria  for  full 
membership  Therefore,  it  is  possible  for  a  candidate  schoolto  operate  for  up  to  three  years  in  a 
non-compliant  manner  and  receive  federal  funds  during  this  time, 

The  Commission  has  found  that  the  unscrupulous  operator  can  use  non-profit  status  to 
deceive  the  public  into  believing  the  school  is  established  for  altruistic  purposes  and  is  operated 
m  a  cost  effective  manner  when  it  is  not .  And  since  a  non-profit  school  is  not  owned  but  controlled 
by  a  board  of  directors,  there  can  be  a  great  amount  of  wheeling  and  dealing.  Loans  can  be  made 
to  directors  and  officers;  friends  and  relatives  can  be  hired  into  positions  for  which  they  are  not 
qualified  consultants  can  be  hired  to  perform  dubious  work;  other  bogus  companies  can  be 
formed  to  perform  services  for  the  school  and  by  these  means,  taxes  can  be  evaded. 

While  the  Commission  respects  legitimate  non-profit  schools,  it  is  evident  that  some  indi- 
viduals set  up  bogus  non-profit  school  corporations  purely  for  the  purpose  of  skimming  federal 
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dollars  into  their  own  pockets  through  otherwise  legal  means. 

Students  Also  Potential  Federal  Aid  A*  -em 

There  is  recent  evidence  to  suggest  that  some  students  are  laking  advantage  of  the  federal 
aid  program  by  enrolling  in  more  than  one  school  at  the  same  time  and  obtaining  money  by  this 
means.  According  to  one  source,  such  students  check  out  the  lender  to  be  sure  it  is  different  for 
each  school  They  fee)  certain  that  the  lenders  will  not  screen  their  applications  or  check  their  credit 
or  social  security  number.  Once  the  money  has  been  obtained  these  students  disappear.  The 
defaults  on  such  students  have  led  some  school  operators  to  discriminate  against  persons  they 
consider  to  be  high  risk  defaulters. 

Program  Stretching  Potential  for  Abuse 

It  appears  that  a  trend  may  be  developing  to  stretch"  unnecessarily  programs  to  qualify 
for  Stafford  Loans  or  Pell  Grants  or  to  simply  extract  additional  tuition  from  paying  students.  This 
practice  would  be  deemed  unethical  under  current  COEI  policies,  it  is  difficult  to  prove,  however, 
since  length  of  training  criteria  have  not  been  established  In  most  industries.  Where  state  or 
national  licensure  or  certification  of  training  exist,  the  criteria  are  set  forth  in  such  as  way  as  to 
eliminate  this  practice  Although  COEI  accredits  the  whole  institution,  it  does  monitor  and 
approve  all  significant  substantive  changes  occurring  there.  Any  change  In  program  length 
requires  a  new  application  and  state  or  special  license  approval  as  well  as  Commission  approval. 
(Please  refer  to  Exhibit  #3  for  additional  information  regarding  COEI  s  position  and  examples  of 
how  stretching  evolves  within  a  short  period  of  time  ) 

Strengthening  Accrediting  Criteria  and  Evaluation 

In  view  of  the  rise  in  fraud  and  abuse  among  proprietary  schools,  theComrrufou  n  has  made 
a  serious  effort  during  the  past  three  years  to  strengthen  its  accreditation  criteria  and  its  evaluation 
of  prospective  and  member  schools-  Particularly,  the  Commission  has  done  the  following: 

•  Limit*  On  New  Branching:  The  Commission  has  found  that  proprietary  schools  which 
open  several  branch  campuses  quickly  lose  control  of  their  opera  Hons  in  too  many  instances 
Abuse  can  become  rampant  within  a  short  time  Today*  COEI  will  allow  only  one  application  for 
the  establishment  of  a  branch  or  extension  to  be  submitted  at  a  time.  The  branch  or  e:  »nsion  must 
have  an  on-site  visit  and  be  approved  by  theCommission  before  an  application  for  a  second  branch 
or  extension  will  be  accepted.  Applications  must  show  financial  stablity.  Since  the  Commission 
meets  quarterly,  this  limits  branching  to  four  or  less  per  year. 

•  Change  of  Branch  to  Main  Campus  Restrictions:  Schools  desiring  to  change  branches 
Into  main  campuses  for  the  purpose  of  selling  them  or  establishing  independent  operations  must 
undergo  rigorous  self-evaluation  and  receive  a  full  compliance  visitation  before  the  Commission 
will  approve  the  request. 

•  Putting  School  Changes  on  Hold:  Whenever  a  school  is  placed  under  apparent 
deficiency,  warning,  probation  or  show  cause  status  for  apparent  or  real  violations  of  COEI 
policies,  standards  and  procedures,  the  institution  is  not  allowed  to  make  any  substantive  changes 


554 


The  Honorable  Sam  Nunn 
September  24, 1990 
Page  Six 


until  the  conditional  statu*  is  removed  Substantive  changes  may  include  moving  the  school, 
adding  or  changing  programs,  changing  the  name  of  the  school  or  adding  a  branch  campus  to 
name  a  few, 

•  New  Application  Fees;  A  schedule  of  fee*  has  been  introduced.  Whenever  a  school 
applies  for  certain  substantive  changes,  it  must  send  a  check  to  cover  the  cost  of  processing  the 
chance  The  <ees  have  enabled  the  Commission  to  hire  additional  staff  and  to  provide  for  legal  and 
financial  consultants  who  assist  in  the  accreditation  review  process.  Utilizing  the  expertise  of  ac- 
countants and  attorneys  has  uncovered  evidence  of  fraud  and  abuse  of  Federal  programs  as  well 
as  violations  of  accrediting  standards  and  policies, 

•  New  Penalties  InHace:  A  set  of  penalties  are  being  meted  out  for  failure  to  comply  with 
deadlines  or  mandates.  Schools  failing  to  notify  t  >e  Commission  about  planned  or  unplanned 
substantive  cnanges,  for  example,  must  pay  a  stiff  penalty  in  addition  to  receiving  ce.^ure  in  the 
form  of  being  placed  on  conditional  status,  Failure  to  submit  an  annual  report  on  time,  which  is  one 
means  COE1  determines  whether  or  not  the  school  is  complying  with  its  accreditation  criteria,  also 
results  in  a  penalty. 

•  Use  of  Detailed  Applications  and  Evaluation  Checklists:  Schools  must  complete  an 
application  for  virtually  every  sort  of  substantive  change,  including  name  change,  new  branch  or 
closing  of  a  campus-  Checklists  are  used  by  site  team  visitors  to  ensure  that  evaluations  of  schools 
are  consistent,  thorough,  and  without  bias.  Findings  are  set  forth  in  a  prescribed  manner.  As  a 
result  there  is  reasonable  empirical  evidence  at  hand  for  the  Commission  to  arrive  at  fair  and 
accurate  decisions,  In  addition,  staff  and  evaluators  are  better  able  to  identify  potential  violations 
of  policies  and  standards 

•  Increased  Training  and  Closer  Examination  of  Programs:  Staff  and  site  team  evaluators 
are  being  trained  to  challenge  the  bases  upon  which  schools  offer  programs  which  appear  to  have 
little  value  or  where  there  is  not  a  logical  relationship  between  program  length,  cost,  and 
prohabiUty  of  placement  on  a  job  after  graduation.  Institutions  offering  Ability  to  Benefit  programs 
are  now  challenged  to  provide  their  rational  for  admitting  ATB  students  School  evaluators  are 
learning  how  to  examine  school  records  to  determine  whether  the  institution  is  paying  refunds  on 
time. 

.  Enforcing  Policies  on  Ethics  and  Integrity:  Where  it  appears  that  a  school  may  be  mis- 
representing itself  to  the  public  through  false  statements,  advertisements,  or  in  publications,  the 
Cormmi$sion  ^  acting  swMy  to  place  such  institutions  on  a  conditional  status.  If  the  school  cannot 
come  forth  with  reasonable  explanations  or  remedies,  its  accreditation  is  placed  in  immediate 
jeopardy.  New  policies  regarding  advertising  and  the  manner  in  which  a  school  may  show  its 
arcreditation  affiliation  have  resulted  in  several  institutions  having  tochange  their  practices  or  face 
expulsion. 

•  Use  of  Electronic  Files:  The  Commission  is  developing  an  elaborate  computerized  file 
system  which  is  capable  of  tracking  all  substantive  changes,  former  and  present  status,  programs, 
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and  financial  ratio  data  over  time,  The  various  reports  generated  provide  the  Commission  with 
a  profile  of  the  institution,  Hie  system  also  enables  staff  to  monitor  school  operations  closely  on 
a  daily  basis. 

♦  Consistent  Effective  and  Swift  Due  Process:  COEl  provides  every  school  that  has  been 
found  to  be  in  serious  violation  of  its  policies,  sia**  lands  and  procedures  with  a  series  of  opportu- 
nities to  come  forth  with  reasons  and  evident,  Wiw  it  should  not  be  dropped  from  accreditation . 
Even  af>*r  being  dropped,  the  institution  has  the  right  to  appeal  the  decision.  The  steps  of  due 
process  employed  by  *he  Commission  have  resulted  in  many  bad  schools  either  withdrawing  from 
accredit  ion  or  else  being  dropped.  In  worst  cases,  it  is  possible  for  the  Commission  to  drop  a  sci  >ol 
within  thirty  (30)  days  for  a  serious  violation  of  eth  ics  and  integrity.  Retaining  competent  legal  and 
financial  consultants  has  assisted  the  Commission  in  arriving  at  sound  decisions  and  consistently 
applying  its  due  pnxess  mechanisms, 

•  Informing  Other  Agencies  of  COEl  Actions?  Whenever  a  member  school  is  placed  on 
probation,  warning  or  show  cause  for  serious  violations,  the  Commission  notifies  ail  appropriate 
agencies  of  its  actions  This  also  occurs  whenever  a  school  withdraws  its  membership  or  is  dropped 
from  accreditation,  We  find  this  a  must  effective  means  of  curbing  abuse  since  other  agencies  can 
also  respond  appropriately. 

The  rr  ts  of  these  efforts  to  strengthen  and  enforce  our  criteria  are  clear  several  schools 
identified  by  JOEL  USDE  and  state  agencies  as  abuser*  of  federal  loan  programs  have  been 
dropped  from  accreditation  for  serious  violations  of  our  policies,  standards  and  procedures.  Many 
others  have  been  placed  on  conditional  status  whereby  they  must  either  come  into  compliance 
within  a  certain  time  or  face  expulsion, 

A  Need  for  Greater  Agency  Communication  and  Cooperation 

Despite  every  effort  of  COEl  to  curb  fraud  and  abus*  through  application  of  its  own 
accreditation  criteria,  there  is  no  question  but  what  some  unethical  operators  escape  notice  of  many 
agencies.  I  am  speaking  about  the  school  operator  who  quietly  defrauds  the  government  of 
thousands  or  millions  of  dollars  and  then  disappears  or  else  announces  the  school  is  closed.  By  the 
time  state  and  federal  regulators  and  accrediting  agencies  learn  about  X  the  school  doors  have  been 
padlocked,  students  are  picketing,  and  the  owners/operators  have  fled  the  scene  or  declared 
bankruptcy.  It  is  suggested  that  an  early  warning  system  of  communication  bepermittect  whereby 
all  agencies,  including  the  loan  guarantors  and  higher  education  assistance  corporations,  be  able 
to  alert  others  to  such  actions  as  audit  results,  evidence  of  failure  to  pay  refunds  on  time,  high 
dropout  of  students,  evidence  of  financial  instability,  evidence  of  mismanagement,  placement  on 
administrative  hearing,  reimbursement  financial  reporting,  etc.  Such  a  practice  would  eliminate 
much  of  the  abuse. 

The  Commission  does  not  receive  on  a  regular  basis  essentia!  information  from  the  various 
Federal  and  state  agencies,  although  several  rave  been  requested  to  furnish  same  and  staff 
maintains  dialog  with  some  of  them,  And  all  too  often,  the  information  received  is  too  late  to  do 
any  good.  An  example  of  this  occurred  recently  when  a  final  audit  report  was  issued  hy  USDE  on 
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aschoolthattobeene^ 
the  scene  many  months  ago. 

fa  sundry,  every  federal,  state  and  accrediting  agency  as  well  as  '^"^^f™^ 
wOrktomheronmesepnWwith.des^^ 

«nnot Xcrt  easy  or  quick  answers  to  the  problems  of  how  to  administer  federal  low  and  grant 
pr^m^irb  y  and  without  abuse.  Please  knew  that  COE1  will  do  eve^g  possible  with  n 
K^Slting  responsible*  to  improve  educational  opportunities  in  the  eleven  state 
£X™  ^ionAs  an  accreditor  of  miblK  vocational  schools  aswell  as  private  sector  proprietary 
^3^^  WM"8  'nsHtutions,  we  believe  that  we  have  a 

^«teU  L™n^Sp^ct>ve  on  these  matterl  We  want  to  be  part  of  the  solution,  no, 
part  of  the  problem. 

Thank  you,  Senator  Nunn  and  Members  of  the  Committee,  for  asking  the  Commission  to 
share  its  views  and  recommendations,  If  we  can  assist  you  in  any  way,  please  let  us  know. 


_  &h  W.  TidweU 
Executive  Director 

Commission  on  Occupational  Education  Institutions 


KWT/bc 
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LIST  OF  EXHIBITS 
as 

Letter  Enclosures 
for 

Senate  Permanent  Subcommittee  on  Investigations 
from 

The  Commission  on  Occupational  Education  Institutions 
Atlanta,  Georgia 

September  24, 1990 

Exhibit  #1  -  USDE  News  Release  with  89  Schools  cited  for  High  Default  Rates 

Exhibit  #2  -  USDE/IRMS  Sept  4, 1990  List  of  SACS/COEI  Proprietary  Schools 
with  Default  Rates 

Exhibit  #3  -  COEI's  Position  on  Program  Stretching  with  Possible  Examples 
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•  DEPARTMENT  OF  EDUCATION 


CAVA20S  CALLS  FOR  ACCREDITATION  IMPROVEMENTS 


Based  on  a  new  analysis  of  student  loan  default  data, 
U.S.  Secretary  of  Education  Lauro  F.  Cavazos  today  announced 
actions  directed  at  89  schools  with  high  default  rates  and  high 
volume  of  loans  in  default  and  the  seven  agencies  that  accredit 


A  review  of  data,  regarding  borrowers  scheduled  to  begin 
payment  of  their  guaranteed  student  loans  in  1988,  showed  that 
more  than  30  percent  of  all  defaulted  loans        *365  million 
was  owed  by  borrowers  who  attended  less  than  one  percent  of  the 
nation's  ID. ODD  postsecondary  institutions.    The  majority  of 
these  a9  schools  are  accredited  by  seven  of  the  nation's  more 
than  100  accrediting  agencses 

Cavazos  announced  that  he  is  directing  the  federal  advisory 
cc^ri'-tee  ch&rve&  with  oversight  of  accrediting  agencies  (the 
National  Advisory  Committee  on  Accreditation  and  Institutional 
Eligibility)  to  scrutinize  the  policies  of  the  seven  agencies. 
Cavazos  also  directed  Assistant  Secretary  for  Postseconda ry 
Education  Leonard  L.  Kaynes  III  to  meet  with  the  heads  of  the 
seven  iqencizi  and  urge  them  to  review  their  policies  and 
procedures  for  institutional  accreditation. 

■It  is  reasonable  to  expect  that  the  level  of  student  loan 
defaults  at  a  school  is  related  to  the  quality  of  its  program*" 
Cavazos  said.     "1  am  convinced  that  any  accrediting  agency  that 
takes  its  role  seriously  must  focus  cn  educational 
effectiveness  and  m       bp     -^rer-rd  thai,  institution;'  with  high 
default  -at*-   "  -    *  e  " 


them. 
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The  federal  aovasery  con.t.iitee  teconvnencs  to  tne  &>ecrei«iy 
which  accrediting  Agencies  should  be  recognised*  Recognised 
agencies,  in  turn*  accredit  schools       ft  step  necessary  before 
schools  can  participate  in  federal  student  aid  programs. 

The  seven  accrediting  agencies  are:  $ 

The  Accrediting  Bureau  ©f  Health  Education  Schools 
(ASHES) ; 

The  Accrediting  Council  for  Continuing  Education  and 
Training  (ACCET) ; 

The  Association  of  Independent  Colleges  end  Schools, 
Accrediting  Commission  (A1CS); 

The  national  Accrediting  Commission  of  Cosmetology 
Arts  and  Sciences  (NACCAS) ; 

The  National  Association  of  Trade  and  Technical 
Schools,  Accrediting  Compassion  (NATTS); 

The  National  Home  Study  Council,  Accrediting  Council 
(flKSC) ; 

Southern  Association  of  Colleges  and  Schools, 
Commission  on  Occupational  Education  Institutions 
(SACS) , 

Cavaros  also  announced  that  the  Education  Department  is 
conducting  program  or  administrative  reviews  of  the  89 
institutions  which  remain  open.     Some  of  the  69  institutions 
have  already  closed  due  to  actions  by  the  Education  Department 
and  other  reasons. 

The  Secretary's  other  actions  to  reduce  defaulted  student 
loans  include: 


reviewing  actions  that  the  accrediting  agencies  have 
taken  toward  the  institutions; 

strengthening  the  Department's  procedures  for 
terminating  institutions  from  the  student  financial 
aid  programs. 


ROTE  TO  EDITORS:      Attached  is  a  list  of  the  89  schools  cited 
for  high  default  rates  and  high  volume  of 
loans  in  default. 


reviewing  the  financial  status  of  the  institutions; 
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M  CCfiOiT  HIGHEST  DEFAULT  USTITWIOIS 


*/7/90 
ST  ACOED 


DEFAULT  KFAUSI 
SATE  AJOCIT 


1  CARBHDGE  TECSIiCAL  INSTITUTE  1 

2  SiVIgl  COLLEGE 

3  ECT1LS  WUJ1IG  SCBOOL 

4  WCATICtAL  ttAHXMG  CDfTL* 

5  TJJKIO  COLLEGE 

6  AKHCD  TEODTICAL  CAXEOS  IHSTITOTE 

7  IEALTI  CUE  TUItfUC  INSTITUTE 

I  CALlfOWU  USTITUTE 

t  SiCSJUI  ODIPCTEJt  ASSOCIATES  SCS  Of  CMCPUTEI?  PJKOAfflUIC 
10  DOOTEA  B  UKE  SCS00LS 
21  KB  SCSOOL 
\2  AKHCA*  COLLEGE 

13  10TALE  BEACTT  COLLEGE 

14  DELTA  OTI0I  COLLECT 

15  OSA  TUITOG  ACADDHf,  BOKE  STUDY 

16  FIIS?  BCSIH3S  SC800L  (TBI) 

17  IfTEVUTIOIAL  T1AIIIHC 

II  OffXtt  TECSIICAL  SCBOOL 

19  csauffeots  nAiirxic  scsool 

20  AII1CKA  HSTITOE  Of  ELKWMSIS  DIV  DKIF  SCH  OF  AK£ 

21  APOLLO  BCSUESS  AXD  TECHNICAL  SCSOOL 
.22  DUT©  CXUECE 

»  JWESSIOAl  CAIEQ  COTOS 
21  SOOTEH  YECBKCAL  COLLEGE 

25  DELTA  CAIEfl  COLLEGE 

26  BAKU!  CAKEK  SC800LS 

27  LAWOI  SOOOL  PC*  XEDiCAL  AID  DDfTAl  ASSISIAWS 
2t  JOTEtSOK  BOSIKSS  COLLEGE 

29  XI LET  COLLEGE 

30  CSS  EDOCATIC*  COTE* 

31  PTC  CAIEE*  IISTITUTE 

32  CEJEXAL  EDOCATIOf  AM)  TiAHIIG  -  HOKE  STOW 

33  USTIfiJTE  Of  SEC0WT1  AXD  H3A0LQCI 

34  uAimsov  comer 

35  AXE1ICAJ  BOSIXESS  INSTITUTE 

36  EHPI&  CAVES  CEXTEJt 

37  SBPQIOl  TIAililC  SEIVICES 
31  T EXCEL  aim  CQfTEX 

39  BAKU!  COLLEGE 

id  scpntio*  mum  sewices 

41  CB3KIA  SCSOOL  OF  BAXTESDIKC 

42  HAItfGO  BQSDfESS  SCSOOL 


41.5! 
79.91 
69.01 
61,01 
67 .31 
66.lt 
65,61 
65. 4  1 
63.5! 
63.51 
60.51 
60.1! 
59.51 
54.4! 


$4,2*2,344 
$1,111,919 
$4,122,416 
$3,611,761 
$4,272,695 
$2,461,492 
$5,107,711 
$5,304,551 
$3,111,444 
$1,643,009 
$5,711,717 
$5,331,291 
$1,734,339 
$2,162,427 
53.11  $24,727,594 
52.41  $3,3U,$36 
$3,121,354 
$2,495,919 
$6,96if.U4 
$3,125,629 
$1,547,415 
$4,263,931 
$7,602,935 
$4,621,333 
$3,194,509 
$7,543,109 
$7,415,610 
$3,542,754 
$1,642,247 
$2,974,241 
$6,461,754 
$4,556,977 
$2,367,190 
$2,409,410 
$2,514,121 
$3,030,406 
$3,410,020 
$1,403,199 
$6,934,215 
43.01  $27,044,040 
43.01  $2,701,355 
42.51  $4,916,93* 


51.31 
50.3! 
49.4! 

49.2! 
49.0! 
49.01 
41.3! 
47.71 
47.11 
47.01 
46.71 
46.5! 
46.41 
45.61 
45.11 
44.6! 
44,31 
43.4! 
43.41 
43.41 
43.61 
43.11 
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43  nUMSTCSTEH  IISTITCTE 

CA  A1CS 

42.4t 

44  KBEtf  FIAICE  riSTITUTI  OF  FLOIIDA 

fL  IACCAS 

42.21 

45  JAT  TWCS  DUVQ  TIAIIUG  CUTS 

10  1ATTS  ACCET 

42.11 

46  u*c  sa<s  oaaraiTT  corner  district 

a  MASC 

42.lt 

47  WITS)  STATES  TUK*  OUVUC  SC»»L 

41.6k 

41 EKITED  CAUH  CQffD 

41.31 

4t  MRBT  FIAICE  EAIt  DB1GI  XISTITUTE 

IT  IACCAS 

40.41 

50  IAKEST  WCATIOKAL  TEOOICAL  COLLEGE 

TX  AICS 

39.91 

si  afEmTiauL  nsrnwc  or  nuspomnoi  ksockes 

OR  ACCET 

39.61 

52  SOCTBEMr  OKO  COLLTCI 

08  AICS 

39.21 

53  ASSOCIATED  TECOICAL  COLLEGE 

a  KATTS 

38.91 

m  ran  AdiCAjr  edtcatioi  cams 

ot  acSt 

34.31 

55  TU -STATE  SOC-DflVa  TIUXXK 

31.21 

56  ahhcai  tiaecs  institute 

TX  K'HS 

37.91 

57  MLTOD  ACADLSi  Of  IA1*  4  BUDI?  CCLTUK 

IT  XACCAS 

37.91 

51  BHK  OUlt  *  BB5XIBSS  SSXtiL 

JR  IAITS 

37.61 

59  jucmca  b-ibs  bqsiiess  scsooi 

jrr  aics 

36,9* 

€0  BTBH.  TKXX  KXVB  IF.  VUfG  SC9DOL 

W  IATTS 

36.71 

a  jobot  ruia  iui  asm  iistitcte 

JR  IACCAS 

36.31 

62  fXXJOlIEE-llEi  TKHICAL  COLLEGE 

W  JKU 

36.01 

63  ODJLSTAL  T1A1IHC  HSTITOTE 

36.01 

64  WtfSED  ACADttY  OF  HAIK  A©  BEAUT?  CCLTJIE 

35.21 

65  S0OTMST  COLLEGE 

CA  IATTS 

3541 

66  aph  TanacAL  scboql 

mr  iatts 

34.lt 

67  OKUBOIA  JUHOI  COLLEGE  OF  BOSIIESS  AMD  TECSVOLOGT 

OK  AICS 

34.11 

61 IATI0KAL  TJUIH9C  -  SOKE  STUDY 

FL  ESC 

33. It 

69  AXS  COLLEGE,  SOKE  STCD?  DIVISION 

CA  XBSC 

33.41 

70  I0YAL  BCSHESS  SCSOOL 

IT  AICS 

31.71 

7i  mm  scaoots 

FL  XHSC 

30.51 

72  socrca»  wivEtsm  aid  am  college 

LA  SACS 

30. 3t 

73  CCfckiiulL  TXCXaAXOG  BLUIED 

PA  AICS 

29.61 

74  IAXSnELD  aCSDBESS  CQOECE 

TX  AICS 

29.5t 

75  ASUCAI  CASEQ  HABIIC  TEAVEL  SCSOOI 

EL  ESC 

29.11 

76  msmz  amru  college 

a  AICS 

21.91 

77  st  mi  or  m  puns  college 

KS  JO 

2l.lt 

7i  ra  wcuid  mem  tumk  scsool 

EA  IATTS 

2S-5I 

?9  anuTE  a*m  hstitcte 

OK  IATTS 

21. 2t 

tO  rCTilX  STATES  TECfflflCAL  INSTITUTE 

A2  IATTS 

27.61 

ii  CAim  pom  bcsiiess  sciool 

no  aics 

26.31 

12  ABUOJf  BPSHESS  HSTITUTE 

IT  AICS 

24.41 

13  STAOTriEXBOGQ  COLLEGE 

OB  AIS 

23.71 

14  0*30  mm  USTITQTE 

TX(gS> 

23.41 

15  (SOLDO  STATE  SCSOOL 

CA  IATTS 

23.41 

16  SOOTIEST  TECBKCAL  COLLEGE 

OK  IATTS 

22.61 

17  COOITY  SCHOOLS  -  SOKE  STUDY 

CTUSC 

22.6t 

li  VII»0  TECHUCAl  OSTITOTE 

TX  IATTS 

21.91 

$9  IATI0RAL  EWCAIIC*  CEXTER,  mm  CAKTCS 

TX  IATTS 

20.41 

$2,243,026 
$2,299,041 
$2,561,991 
$1,595,222 
$3,034,952 
$3,114,405 
$4,622,113 
$1,515,069 
$3,395,320 
$3,959,469 
$5,375,342 
$1,737,115 
$7,035,720 
$1,723,559 
$2,142,243 
$3,130,014 
$7,604,673 
$2,373,731 
$2,451,376 
$1,929,674 
$2,211,110 
$1,775,670 
$3,612,451 
$5,550,740 
$1,603,226 
$2,210,035 
$3,113,163 
$1,107,991 
$11,423,101 
$2,964,415 
$1,594,104 
$5,642,318 
$5,519,463 
$1,710,571 
$6,502,163 
$1,733,647 
$4,314,231 
$1,735,109 
$2,416,980 
$4,722,005 
$1,545,914 
$1,999,927 
$1,992,305 
$2,711,742 
$3,113,151 
$2,171,391 
$2,039,213 


TOTAL 


$364,516,859 
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The  CO  EI  Perspective  on  Program  Length 

it appear,  ttf., .P^rL  U " "»"»"' """"^ ^ Com- Won  ^Hno».»rulc,hffoHowingwhe^ 

■  Provide  i  rationale  luMlfying  the  additional  Noun. 

•  Arc  the*  increase,  mandated  by  employer.? 

.*  a~  IL*8^  P*r«nU*"  01  ,h!dtnf»  t*t"5  Pl««d    fob.  M  »  ft«ll  of  the  additional  training? 

•  tV^teJ         T,  ™"*  ^P*"0"       «ow  ™V>**  fining  in  order  to  provide  competent  gr.du.lM7 

^  "^"o"*1  amount  of  ESL  required  due  to  aigniflcant  change,  to  .tudrnt  capablline.?  8 

program  It  of  ^proprUteCgth  ofr^  8     "  "  ^  "P  '°  **  C«"n"*"°"  «°  determine  whether,  in  it.  view,  the 

The  example,  panted  on  the  following  page  are  from  one  member  Khool  and  are  intriguing  becau*e 

J.  the  length  ha.  been  entrnded, 

2-  the  MudenU  ire  Ability  to  Benefit  (ATB) 

3.  there  ia  an  EnglUh  a*  «  Second  Language  (ESU  component, 

*.  the  ESL  component  i»  taught  it  the  front  end  of  the  program! 

5  d*t*n'"C*B'  nuB,'>*r  °*  •k^P00'*  occur  during  the  ESL  portion  and  prior  to  the  main  p»rt  of  the  program  according  to  enrollment 

6.  the  Inereued  program  co»t»  challenge  the  arudent  to  pay  off  Urge  loam 

8  m*tf£?Xf,?J<  l*?"»h  *•  r>°*"'  ■*•«*«•.  Income  to  the  i„»tltution, 

*  llxett  U  *  diJrtlnct  Pat^  ^  program  pvp#n$ioo  with  nearly  ,dfm!c*J  hour  inert w*. 

h^^y^ 

component,  to  the  program..  The  trMSmonia^  mT.Mf^h^".^  commendtag  the  Khool  for  adding  the  ertr*  hour,  and 
became  additional  hoZ  will  reYu Tin  ^I^^iT.^  wpwfon.  Are  the  employer,  happy  with  the  expanded  program, 
for  little  or  no  c^?  mCeTh  may  wS 

in.«ff  Idenl  to  perform  their  job*  addiUonat  hour,  of  Engllah,  .tore  they  know  that  ever,  600  hou„  rf  Engll.h  may  be 

EXHIBIT  *}- COms  roUIMM  on  Program  Stretching  with  rouble  Example. 
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.  i.    .      t  h,^.  Numl* r  vi  Clock  Houn  in  Program 

iypcol  )*ii>gr*fii  UMcrcU  200      400      «X>      SX>      1000     1200     "00     1 600  1800 

TRAVEL 

TRAVEL  [j*W'^^*!?°J 
TRAVEL  WITH  ESL   [jtHg ■  9Q0  hr»  ■  MS00  ,  .J 

TRAVEL   [jWjWOhn.    ! 

TRAVEL  WITH  ESL   |  1990  - 1500  hrr.- $760) 
NURSING  ASSISTANT  [j^^h^l^^-l 
NURSING  ASSISTANT  WITH  ESL    {  1989  ■  900  hr>.  ^  JASOO  | 

NURSING  ASSISTANT   f  l  W  :}200      :^7$0  _ 
NURSING  ASSISTANT  WITH  ESL   [  ^  ' 
AIR  CONDITIONING  SPECIALIST    ['lW  ' 60^h^ * $4250  ] 
AIR  CONDITIONING  SPECIALIST  WITH  ESL   [ '  1969 «  W  hs*  :  ; 
AIR  CONDmONINCSFECiAUSTWmi  MAJOR  AfFUANCES    [jWO^^^:SS750  _  .  > 

AJR  CONDITIONING  SPECIALIST  WITH  MAJ.  APFl*  WITH  ESL   [  JW~SS ^ 

BANKING  SPECIALIST  1  WS^fiOO j»^i*lOD  ] 
BASKING  SPECIALIST  wrTH  ESL   [  ^^Jl?^^?0?. 

BANKING  SPECIALIST   j  }9W.90Ohn^*4#X) 


BANKING  SPECIALIST  WITH  ESL   f  199Q- \ 500  hr* -$7600 


COMMENTS:   ♦  $t»dmt>  **  AT0  wtfft  ££L  a>mpcttttf  tog*?  *f  ^  ^  °t 
•  The  ptv$m*  ire  fxttirtttd  and  *rt  from  one  *tW 
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EXHIUT* 

July  25,  1990 

The  Honorable  Sam  Nunn 

Chairman,  Permanent  Subcommittee  on  Investigations 
303  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Chairman  Nunn; 

On  behalf  of  the  students  and  staff  of  DeVry  Inc,  ,  I  am  pleased  to 
provide  comments  to  the  Permanent  Subcommittee  on  Investigations. 
Enclosed  are  our  recommendations  for  the  protection  and 
preservation  of  the  integrity  of  the  Federal  student  aid  prograas. 

Devry  Inc.  is  a  59  year  old  postsecondary  education  system  with  a 
current  enrollment  of  more  than  24,000  students  in  Master's, 
Bachelor's,  end  Associate  degree  pr    'ram®.    DeVry  and  Keller 
Graduate  school  of  Managements  institution*  are  accredited  by  the 
commission  on  Institutions  of  Higher  Education  of  the  North  Central 
Association  of  Colleges-  and  Schools.    The  DeVry  Institutes 
Electronic  Engineering  programs  are  also  accredited  by  the 
Technology  Accreditation  Commission  of  the  Accreditation  Board  for 
Engineering*  and  Technology. 

The  dilesima  facing  higher  education  in  the  nation  at  large  is  how 
to  prevent  fraud  and  abuse  without  precluding  needy  students  from 
receiving  the  education  they  need  and  deserve  and  without 
preventing  quality  institutions  fros  providing  needed  educational 
services  that  foster  productive,  contributirg  citizens.    The  future 
of  this  nation  depends  on  an  educated  workforce.     As  H.G.  Wells 
said,  "Human  history  becomes  more  and  more  a  race  between  educatien 
and  catastrophe. * 

The  DeVry  Institutes  and  Keller  Graduate  School  of  Management  take 
pride  in  providing  quality  education  and  services  to  our  students. 
It  is  from  this  viewpoint  that  we  offer  tha  following  comments  and 
recommendations . 

If  you  would  like  to  discuss  this  further  or  have  questions 
concerning  this  xaaterial,  please  contact  me  or  Devry 's  vice 
President  of  Governmental  Relations p  Sharon  Thomas~Parrott . 

Sincerely, 


Dennis  J,  Keller 

Chairman  and  Chief  Executive  officer 

Dax/SLT-P/sr 
Attachment 
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pegtorg  the  Balance  Between  Grants  and  LQftni 

A  recent  American  College  Testing  (ACT)  report  by  Ton 
Mortenson  shows  that  in  1S75,  761  of  all  federal  aid  was  In 
the  form  of  gift  aid,  including  grants,  scholarsh. p»,  and 
other  educational  benefits.  By  198$  ,  the  share  of  federal  aid 
that  was  gift  aid  hat*  dropped  to  30%. 

Mortenson  goea  on  to  say:  "If  grants  remove  financial 
barriers  to  college  attendance  then  loane  not  only  reintroduce 
the  barriers  by  requiring  the  student  to  repay  the  student  aid 
after  leaving  school ,  b\'t  add  two  additional  costs  to  college 
attendance  for  those  who  use  loans  to  finance  college  educa- 
tions. One  kind  of  cost  is  financing,  which  includes  origina- 
tion and  insurance  fees  plus  interest  on  the  unpaid  balance. 
Another  kind  of  cost  is  risk,  which  is  the  special  burden  for 
low  income  students  because  they  are  often  less  prepared 
academically  to  succeed  in  college  than  their  more  affluent 
peers. n 

We  recognize  that  the  economic  realities  of  the  1990* s  may 
prevent  grants  from  again  being  the  norm  for  the  needy. 
However,  as  a  nation  we  must  realize  that  the  resulting  effect 
of  having  loans  serve  as  the  primary  way  in  which  students 
finance  their  education  is  the  risk  of  default. 

Student  loan  defaults  did  not  just  happen  and  they  are  as  much 
the  result  of  federal  policy  and  reduced  funding  for  grants  as 
any  other  single  factor  associated  with  postsecondary  institu- 
tions. The  shift  from  grants  to  loans  as  the  primary  form  of 
student  financial  assistance  has  resulted  in  a  spiralling 
increase  in  Guaranteed  Student  Loan  volume,  both  in  numbers  of 
loans  and  in  dollars.  Outstanding  loan  volume  rose  from  9.9 
billion  in  1976  to  acre  than  60  billion  in  1988.  At  the  same 
time,  it  is  important  to  keep  in  mind  that  the  annual  gross 
student  loan  default  rate  has  remained  almost  constant;  based 
on  U.S.  Department  of  Education  data  it  was  5,0%  in  1975  and 
was  5.8%  in  1987.  Yes,  the  cost  of  defaults  is  up,  but  it  is 
the  result  of  the  sharp  rise  in  loan  volume  and  not  due  to  any 
signiCicant  increase  in  the  rate  of  defaults.  The  shifting 
balance  from  grants  to  loans  has  resulted  in  increased  debt 
burdens  on  students  who  historically  have  been  least  able  to 
repay. 

We  recommend  a  restoration  of  the  balance  between  grants  and 
loans.  Needed  grant  dollars  must  be  restored  to  low  income 
students  in  order  to  increase  access  and  success  in 
postsecondary  education  and  to  decrease  defaults. 

Give  Time  for  New  Regulatlon&...tQ..flgxfc 

DeVry  believes  that  consistent  guidelines  should  be 
established  to  assist  all  institutions  in  the  sound  adminis- 
tration of  their  educational  and  financial  aid  programs. 
Performance    rather  than   sector  should   be    the   basis   of  any 
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unique  requirement.  Hot  only  is  the  promulgation  of  separate 
regulations  for  different  post secondary  sectors  un«gual 
treatment,  it  would  be  redundant  and  costly,  putting  an 
additional  burden  of  cost  on  America's  taxpayers. 

In  ths  pist  ysar  ths  Congras*  sod  U.S.  Dspartmsnt  of  Education 
havs  bagun  significant  inltiativsa  to  curb  fraud  and  abuss. 
These  consist  of; 

X.      Ths  J  una  5,  1989  Default  Regulations . 

2.  Tha  November  3,  1989  Regulations  which  require  pre-certi- 
fication training  for  all  institutions  wishing  to 
participate  in  Title  XV  for  the  first  time. 

3.  The  Student  Loan  Reconciliation  Act  of  1989  enacted  by 
Congress* 

We  applaud  the  efforts  that  Congress  and  the  U.S.  Department 
of  Education  have  taken  in  regard  to  consumer  protection  and 
student  loan  default  reduction*  We  believe  that  they  have 
already  reduced  exploitation  of  ntudents  and  have  reduced  the 
number  of  future^  defaults. 

DeVry  believes  that  preventive  measures  are  more  effective  and 
less  costly  than  punishment  after  the  fact.  However,  we  also 
believe  that  these  regulatory  and  legislative  efforts  need 
time  to  make  an  impact  before  we  take  additional  steps  which 
may  adversely  affect  student  access  and  educational 
opportunity. 

Strengthen  the  Management  Eligibility  and  Control  of  the  Rules 
Process 

The  recent  office  of  Inspector  General  report  reviewing  the 
Department  of  Education'e  processes  .  identified  a  number  of 
weaknesses-  The  report  indicated  that  institutions  have  been 
determined  eligible  and  have  been  certified  when  in  fact  they 
should  not  have  passed  through  the  process. 

Our  review  of  the  procedures  suggest  that  the  rules  and 
regulations  seem  to  be  in  place.  It  appears  that  the  correct 
set  of  data  is  available  to  ascertain  an  institution's 
effectiveness.  Recent  additions  to  Department  staff  have 
enhanced  its  ability  to  evaluate  administrative  and  financial 

soundness.      TM  missing    link    is    a    strengthening    of  the 

validation  procedure  to  ensure  accuracy  of  the  data  provided. 

Currently,  there  are  rules,  regulations  and  procedures  in 
effect  that  cover  the  eligibility  and  certification  process. 
Institutions  are  required  to  file  applications  for  both 
eligibility  and  certifications.  The  June  5,  1989  default 
regulations  require  a  number  of  measures  designed  to  prevent 
and  reduce  student  loan  defaults: 
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•  Track  disclosure  for**  for  P*sa  rates,  completion  ratea, 
placement  rata*. 

a       student  loan  entrance  and  exit  counselling, 

•  Student  loan  program  default  rata  cutoff a. 

9  Required  dafault  management  plana  for  high  dafault  rata 
schools. 

Additionally,  inatitutiona  auat  currently  eubsit  an  audit  of 
thair  Title  iv  programs  at  laaat  every  two  yaars.  Program 
raviawa  ara  conductad  by  USED  at  participating  institutions 
who  meat  pre-defined  critaria  deeigned  to  target  possible 
problem  schools.  Hew  inatitutiona  must  attand  tha 
pre-certification  training  as  vaa  mentioned  earlier.  It  seems 
to  ua  that  tha  information  and  ataff  ara  available  to  evaluate 
the  legitimacy  of  eligibility  an$  certification  deciaions, 
therefore,  ve  offer  the  following  recommendations* 

e  Detailed  documentation  should  be  required  to  support 
answers  to  the  questions  asked  on  applications  for 
eligibility  and  certification.    For  example: 


Institutions  should  be  required  to  submit  job 
descriptions  for  financial  aid  administrators  to 
ensure  that  the  job  functions  meet  tho 
administrative  capability  requirements, 

institutions  opening  branches  should  submit  branch 
business  plana.  The  plans  should  include  a  branch 
pro-forma  P6L  as  veil  as  the  most  recent  annual 
financial  report  to  document  compliance  with  the 
financial  stability  requirements. 

Institutions  that  use  financial  aid  servicers  or 
consultants 'should  include  a  copy  of  the  contract 
for  services  to  evaluate  the  institutions  ability  to 
meet  administrative  capability  regulations. 

On  site  program  reviews  should  be  conducted  at  the  main 
caopus  and  branch  prior  to  an  institution  gaining 
eligibility  and  certification. 

On  site  reviews  should  be  required  upon  changes  in 
ownership,  the  addition  of  legations  (branching) ,  the 
request  to  participate  in  new  Title  IV  programs,  changing 
accrediting  agencies,  and  moving  into  new  states- 

In  addition  to  the  initial  review,  new  institutions 
should  be  re-reviewed  after  a  12  month  period  to  ensure 
continued  compliance. 
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•       Certification  should  include  *  review  of  the  most 

recent  audit  and  institution*!  and  guarantee  agency 
prograa  review  information,  as  veil  as  the  latest 
complete  state  application  for  licensure. 

E«tablish  and  Strengthen  The  Coamunicetion  Links  Between  the 

U.S.   Department  of  Education,   state  Licensing  Agencies.  and 

the  Accrediting  Acranoiea 

Concerns  relative  to  the  aducational  quality,  financial 
stability  and  compliance  w'th  rvles  can  occur  in  any  one  of 
these  three  agencies.  l^erefore,  it  is  vital  that  this 
information  is  shared.  Currently,  there  appears  to  he 
reluctance  to  share  this  information  based  on  a  concern  that 
the  rights  of  the  institution  say  be  violated.  We  believe 
that  it  is  possible  to  provide  the  agencies  with  the  authority 
to  exchange  information  during  a  process  rather  than  after  the 
fact*  For  example,  a  statement  could  be  added  to  the  Title  IV 
Program  Participation  Agreement  which  would  allow  the  Federal 
government  to  receive  or  solicit  information  from  the  state 
agency  or  accrediting  agency*  The  same  type  of  language  could 
be  put  on  state  applications  and  accrediting  agency 
applications  so  that  the  right  to  exchange  information  would 
be  a  condition  of  accreditation,  licensing,  eligibility  and 
certification. 

Hold  All  Members  of  the  student  Loan  partnership  Accountable 
for  student  foan  fiefaul^^ 

It  would  appear  that  the  responsibility  for  student  loan 
default  has  been  disproportion  ,te>ly  and  perhaps  inappropri- 
ately placed  with  institutions  of  higher  education.  We 
believe  that  all  members  of  the  student  loan  partnership  - 
students,  institutions,  banks,  guarantee  agencies,  the  U.S. 
Department  of  Education  -  have  a  responsibility  to  ensure  loan 
repayment.  The  focus  on  loan  default  prevention  and  the 
punishment  for  high  default  rates  have  been  on  institutions. 
In  addition r  however,  we  believe  that  lenders  and  guarantee 
agencies  along  with  schools  and  students  should  be  held 
accountable  for  defaults. 

It  appears  that  the  quality  of  loan  processing  and  servicing 
by  lenders,  and  agencies  has  a  significant  impact  on  default 
rates*  We  believe  that  lender  and  secondary  market  default 
rates  should  be  tracked  as  institutional  default  rates  are 
tracked r  with  a  requirement  for  default  management  plans  lor 
high  default  banks. 

Additionally,  the  relationship  of  the  use  of  secondary  arkets 
to  compliance  with  due  diligence  rules  and  lender 
default  rates  should  be  examined. 

In  essence  there  should  be  egual  treatment  for  all 
participants  in  the  student  loan  partnership* 
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vx.  rung  an  student  i&an  Btta  Banfc 

The  Higher  Education  Act  of  1965  as  wtndtd  in  1916  provided 
for  the  establishment  of  «  rational  Student  loan  Data  Bank* 
To  data  it  hat  not  been  funded.  Currently,  student*  are  able 
to  take  out  loans  from  son  than  one  Guarantee  Agency  within  a 
one  year  period.  Institutions  can  direct  the  students  to  sore 
than  ons  agency.  In  order  to  reduce  fraud  and  abuse,  a  single 
data  bank  should  be  established  which  is  required  to  be  used 
by  sll  institutions,  guarantee  agencies,  and  landers  as  the 
one  source  of  information  for  student  loan  repayment  and 
default  activity*  An  additional  and  important  advantage  of 
such  a  data  bank  would  be  the  ability  to  flag  institutions 
with  suddsn  large  increases  in  loan  activity  for  timely 
examinations  end/or  site  visit. 

VII,  Provide  the  Institutional  Financial  Aid  Administrator  with  the 
Ability  to  Sat  Loan  Limits 

Financial  Aid  administrators  are  in  the  best  position  to 
monitor  and  adjust  borrowing  levels  for  students.  Because  an 
institution's  defeult  rate  is  linked  to  its  participation  in 
fsdaral  programs,  the  Financial  Aid  Administrator  should  have 
the  ability  to  limit  loans.  Today,  having  to  certify  a  loan 
for  a  studsnt  when  profassionel  judgement  would  dictate 
otherwise  undercuts  the  integrity  of  all  need  based  financial 
aid  programs. 

The  postsecondary  education  community  must  restore  public  and 
congressional  confidence  in  the  Federal  student  financial  aid 
programs.  We  must  protect  and  preserve  the  integrity  of  the 
programs.  We  believe  that  the  solution  is  within  our  reach.  Equal 
and  fair  performance-based  (not  eector-baaed)  critaria  must  be 
developed  and  used  to  determine  which  institutions  should 
participate  in  Title  IV  programs  and  to  determine  the  level  of 
participation.  The  institutions  that  perform  well  should  continue 
to  participate  fully  in  the  programs.  Institutions  that  are  poor 
performers  should  be  required  to  improve  *nd  adhere  to  more 
regulatory  retirements.  Abusers  should  have  their  eligibility 
suspended  or  terminated*  It  is  important  that  any  plan  based  on 
performance  include  the  development  of  effective  and  equitable 
criteria  and  the  ability  of  the  Department  of  Education  and  others 
to  manage  and  enforce  the  plan. 

The  problems  of  a  few  should  not  erase  the  continuous  service  and 
work  of  the  many*  As  the  staff  subcommittee  stated  in  its  February 
20,  1990  testimony:  Nlt  ia  important  to  note  early  on  that  while 
ve  are  convinced  that  waste,  fraud  end  abuse  exist  in  the  operation 
of  thess  programs,  we  are  HOT  condemning  every  individual*  agency, 
or  educational  institution  associated  with  these  programs.  While 
abuse  and  fraud  involving  federal  student  aid  programs  has  grown 
substantially,  the  majority  of  schools,  students,  lenders,  and 
others    involved    in    this    process    remain    honest.      without  the 
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student  aid  program,  it  is  undoubtedly  true  that  mar.y  Americans 
would  not  have  been  able  to  better  themselves  throuoh  higher 
education, " 

We  wholeheartedly  concur  tnd  believe  that  the  nation  sust  continue 
helping  student*  who  naad  financial  assistance  to  achiava  thair 
educational  objectivae  while  eliminating  fraud  and  abuee  in  tha 
fadaral  atudant  financial  aid  prograaa. 

President  Lyndon  B.  Johnson  declared  whan  submitting  tha  Helaark 
Higher  Education  Act  of  1965  legialetions  "Every  child  aust  ba 
ancouragad  to  get  a*  »ach  aducation  aa  ha  haa  tha  ability  to  take, 
We  want  this  not  only  for  hia  sake  .  .  .  but  for  tha  nations  sake. 
Nothing  matter*  nor*  to  tha  futura  of  our  country,  not  military 
preparedness,  for  amtd  sight  is  worthless  if  wa  lack  tha  brain 
powar  to  build  a  world  of  neace:  not  our  productive  economy  .  .  for 
va  cannot  sustain  growth  without  trained  manpower;  not  our 
democratic  system  of  government  .  .  for  freedos  ia  fragile  if 
citiaene  are  ignorant." 

Davry  stands  ready  and  willing  to  work  with  the  Congress ,  the  U.S. 
Department  of  Education  and  our  colleagues  in  the  postsecondary 
education  community  to  reform  and  improve  student  loan  policies  and 
programs. 

Thank  you. 
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Tht  Honorable  Sam  Kunn 
Chairman 

Permanent  Subcommittee  on  Investigations 
United  States  Senate 
100  Russell  Senate  Office  Building 
Washington,  DC 

Dear  Senator  Nunn: 

Yog  and  Movers  of  your  Committee  no  doubt  discount  the  testimony  of  a 
convicted  felon.   Nonetheless  I  want  to  correct  for  the  record  the  erroneous 
impression  which  may  have  been  created  by  the  statement  of  Tommy  Wayne  Downs 
as  presented  to  your  Comeitte*  on  September  13.   Hr.  Downs'  statement  se«s  to 
erroneously  Imply  that  the  Higher  Education  Assistance  Foundation  is  somehow 
to  blame  for  the  frtu^  that  he  perpetrated  on  KEAf  and  the  Guaranteed  Student 
Loin  Program, 

Hr.  Downs  has  an  obvious  Interest  in  attacking  HEAF.    The  diligence  of  HEAF 
personnel  in  submitting  evidence  to  the  Inspector  General  and  the  F.B.I.,  and 
the  testimony  of  a  HEAF  employee  before  the  Grand  Oury  indicting  Mr.  Downs 
helped  to  put  Hr.  Downs  1n  prison. 

Hr,  Downs  and  his  accomplice,  an  employee  of  an  employment  agency  who  obtained 
a  temporary  assignment  in  the  HEAF  offices,  could  have  gotten  by  with  much 
more  than  the  S4S0,000  Indicated  In  his  statement  and  might  have  evaded 
detection  and  conviction,  had  it  not  been  for  the  diligent  efforts  of  HEAF 
personnel . 

If  KEAf  procedures  were  as  lax  as  Hr.  Downs  has  suggested,  he  would  not  be  -in 
prison  today.    Every  student  loan  application  submitted  to  HEAF  for  guarantee 
is  subjected  to  more  than  500  edit  criteria.    This  makes  fraud  difficult,  but 
obviously  not  impossible.    As  indicated  by  Hr.  Downs'  experience,  HEAF 
procedurw:  make  detection  of  fraud  with  attendant  prosecution  and  conviction 
Quite  likely. 

Unfortunately,  fraud  cannot  be  detected  before  it  is  perpetrated.   HEAF  uses 
every  reasonable  policy  and  procedure  *hort  of  those  which  would  bring  the 
program  to  a  grinding  halt  to  minimize  the  possibility  of  fraud  and  to  detect 
unscrupulous  individuals,  like  Hr.  Downs,  who  perpetrate  fraud. 

Although  any  loss  to  fraud  and  abuse  is  too  much,  the  $450,000  by  which 

Hr.  Downs  benefited  represents  a  small  loss  rate  on  a  percentage  basis.  HFAf 

has  guaranteed  SIS  billion  in  student  loans,  and  as  much  as  S3  billion  in  a 

tm  cr  rm  map  oncx* 
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The  Honorable  Urn  Hum 
September  |Ot  1990 
Page  2 


single  ytar;  $450,000  1s  only  three  one- thousandths  of  one  percent  (.003%)  and 
only  fifteen  one- thousandths  percent  {.015*)  of  $3  billion. 

Nr.  Downs'  statements  imply  that  efficient  service  and  prompt  turn-around  tin* 
create  opportunity  for  fraud.    If  K£AF  w*re  less  efficient,  backlogs  could  be 
permitted  to  occur  and  applications  could  bf  held  for  several  days  or  even 
weeks  before  being  processed,    students  deserve  better}  they  have  every  right 
to  efficient  service  and  rapid  turn-around  tie*.    Inefficiency  and  poor 
service  would  not  deter  fraud.   HEAF's  aggressive  policies  and  procedures 
designed  to  prevent  and  detect  fraud  have  worked  well,  as  indicated  by  the 
fact  that  Mr.  Downs  is  in  prison. 

We  are  proud  of  the  distinguished  record  of  H£AF  1n  deterring  fraud  and  abuse* 
in  acting  against  those  who  abuse  student  loans,  and  in  recovering  funds 
related  to  loan  program  abuse  to  the  financial  benefit  of  the  government  and 
the  taxpayer.   Our  Compliance  department  is  second  to  none  in  the  student  loan 
industry.    Its  positive  results  under  difficult  circumstances  prevent 
unscrupulous  individuals  like  Hr.  Downs  fro*  doing  wore  damage  to  a  program 
which  meets  the  needs  of  the  United  States  effectively  by  making  higher 
education  accessible  to  the  nation's  youth. 


Sincerely, 


*  -Richard  C.  Hawk 
Chairman  of  the  Board 
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Human  Sir*  *irvr*  I>i  visum 

JlL'-JIUti. 
{M^cmtxT  12, 

The  Honorable  Kdwurri  M  Kennedy 
Chairman.  Committee  on  Labor 

and  Human  Kesourees 
I  mfed  Stales  Sen&te 

The  Honorable  Kam  Sunn 

C?  an-man.  Permanent  KulK-otnmittee 

cm  Investigations 
i  omrmttet'  on  liovrmim  ntal  Affair*. 
I  '-nited  States  Senate 

T)\is  report  n^jumls  to  your  re^ueM  loi  information  on  the  default 
rates  m  the  Stafford  Student  Uwn  Pmgt am  for  m  hool.s  airmim-d  by 
se\en  aR«lK'in» f  Sf*vifn  ally .  your  offievs  requested  data  on  earn  act  red 
■img  agency  conn-nun* the  number  of  schools  a     redded,  the  per- 
t-entagr  of  borrowers  in  default ,  and  the  amount  of  loan*  in 'default  In 
addition,  vmi  wanted  other  information  en eat h agent y.  surhasthe 
averse  default  dollars  j^r  school  and  number  of  schools  with  a  de-fault 
volume  of  $1  milium  or  more  These     rcditing  agencies  are 

,VTMxlitin>i  Rtuvau  of  Health  Kdm  at  ion  Schools  t  ahh>m. 
AciiedduigCiMincil  for ■  Continuing  Win  at  inn  and  Training  i«i  n  i. 
A  ss<  relation  of  Independent  College*  and  S  hools  f  amnj 
National  A  cvrtsimr^  Commission  of  r<ounotn!ng\  Art-  and  S.  ,..m*-s 

«  S%ctA>>. 

National  AssiN-Mtmn  of  Trade  and  Ti-  !mt<  al  S  hoofs  i  \*ttv  i 
National  Home  Study  Conn-  if  (  NfN  f.  and 

Southern  Asrsouamai  of  Colleges  and  n  t»p.!s  Commission  on  i  h  4  i-jM 
tiorul  Kdotatiou  Instil  uiiuimsjms.  u»n> 

<>n  August  ^andSt-jitemhiT  fi.  Hw,  we  div  us*-d  i  he  results  of  our 
analysis  Hithyoiii  ..(fu is  ,  see  ,W  h  Tins  f lIt  t  ,sh„.(  summarues  the 
informal  tun  provided  at  thuse  nteetmgs 


Background 


S  hoots  pt.|M.r ;tilv  undergo  a  three  hereof  at-prova!  |»n«ev»  t»fore  they 
» .tit  parta  ipnte  m  federal  postsenm.iar\  ■.rod'-nt  final*  ih!  assistant*-' 
programs,  smh  as  the  Stafford  Student  },ntn  f Ingrain  S  houts  must  U- 
t  I  tborised  by  the  state  m  t%ht<  h  rhey  operate  tlfi  a<n  r*>direo  hv  ar» 


»%0  HW^»l7«**I»rfMili»^s«»dmi  1^4im 
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agent  y  retvgmwd  t>>  tin-  SK-retar>  of  Kdtii  ,* l h »f »  and  i :i >  ivii  »fnil  f * »? 
prngrain  vlijliltihty  h>  the  IVpartroent  nf  Krfm.itinii 

AvVrvdJUlnm  i*  a  sy&fem  for  reviewing  rdmatfonai  institutions  and 
their  professional  programs  to  ensure  a  consistent  level  nf  jn-rfurmanev. 
intt'Jlnty.  and  quality  This  prxK-rss  »?»eondueied  primarily  through  nun 
gi-vvrnim-nUI  voluntary  avsoantKm*  These  gnmpN  establish  their  in 
teriii  for  ariTeditatinn,  evahiati'  institution*  and  professional  programs 
de>tnng  HvinVited  Mat  us.  and  approve t  raise  that  meet  the  <  menu  A> 
such.  Mevmiitation  nh  key  link  in  ensuring  that  s*  hnolhofle!  quality 
<-ducatM«naJ  pmgtams  Thts  pr.teess  hopefully  nut rant's the  fimhahthf\ 
thai  Mutjnnts  t-vimplrtf  their  studies  find  gainful  employment.  him1 
repay  any  student  loans  they  may  revets  e 


Srt^rH*  Arte!  *s  *^ri*e^  wi1m  >'tmr  offices,  we  Wanted  IIm-  request  tnl  information 

%*     t    ^4  *n,m  the  Department  of  Kdueatmn  s  Institutional  Pata  System  ]'he 

MothOCloiofJJ'  m  st«-m  .  <intains  among  othe?  things  mf»»r ma' to:«  int  tin  s.  h««iMrstt-d »e 

thf  I  >ei»ait  merit's  fis<al  year         student  i*4*n  default  Tate  analysts. 

iiirnmiinly  referred  to  as  the  If*KKeuh«»rt  A«>  t»m  uf  ds  efforts  to  M*do»v 

loj«n  default  ^Ms  the  Ivpartmenf  tmtj.it'sf  .1  ptuvss  1  *  1  tr.n  k  ^Indent 

default  rates  ' 

The  I  H'part  mint's  1MSS  analysis  calculated  d<  fault  j        {m  al|s/U«H»K 
having  at  least  Mi  Stafford  and  or  Supplemental  !>>ans  Ur  Stud*  Ms 
r»wor  >  w  hi>  fptered  repayment  m  fts*  ,<]  y  ear  I MSK  .md  m;  t  •sequent  !\ 
dffaulfcd  hy  the  rnd  uf  fis.;ijyeai  wnu 

Thr  !>epar1  merit  pro\  ided  us  with  u  luting  4 tf  the  s<  Iuk«Is  that  \\ru- 
mchuUti  m  its  JMKK  analysis  for  eas  h  of  fhi  v\mi  it.  *  remitting  ageti<  10* 
Tin-  information  we  MteiViM  refWrts  th<  d.tta  1  i«m.uii»Nl  m  thesy «i% 
<>f  ,hd\  l!4  The  t>*'pHrtnwnt  told  as  with  the  j*»sMhh!t\  «-(  a  |rw 

ex^i^itnts  that  tfa- *rf  h(M(lN  IsMfd  are  proprtetafj  <for  pF  -lii  mm  \<*.t 
intnai  mMitutmns  l^  imv  MrnM*  m  htxils  H-ert1  mi  te^ttted  h>  nmre  than 
"tie  ({gt'fN  \  .tnd  t  V  dl  least  1  nir  of  \\w  VM-n  Hgetu  l'  >  we  iidditi  ,ui  ejgl'lh 

'ategory  fu>  Mich  *»-  ho«>K  and  analycedl  thf*v  Moults  Map.itat«  l> 

^i'  did  n«>f  \itit\  thr  inh  'f  Pi.tthiff  »  fif.nn'xi  sn  t  tt»  t  Wp,»»-Tfi,«'fif  ^  t  f  r-^t  it  1 1 
tmnal  iMta  Svsl<*m 

\f4«>»!tt  U  1  <4ii«]tr>  ttw  tfe  (Mflnnttf  1.  tslittftAb  U«  rrxrf "l.Klikf  V .m*.  ■  •    V  1#t«»  »*t»n 

I  »  |m»t|  .  .'(^  1  *J  U     (I.  ntiir<>  H  tM   /I  1         t»  ■•'  rflMtfl.l*  (1r  ! »  |  • . 'tM N       •  !•     '•  ' r  -\  ■'  V  *  1  •  * 
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For  each  of  the  agencies,  we  analysed  the  number  of  school*  accredited, 
dollars  in  default-  average  default  dollars  per  school,  number  of  bcr- 
rowers  m  repayment  number  of  borrower*  in  default,  number  and  per- 
cent of  school*  with  certain  default  rate  thresholds,  and  range  of  default 
dollars  for  its  schools.  Appendix  I  contains  the  results  of  this  analyst*, 
for  each  agmry  In  addition,  we  analyzed  the  schools  that  had  defaulted 
loan*  of  S  I  million  or  more  Appendix  IV  contains  this  analysis 

The  Department  published  a  list  of  student  default  rate*  at  each  achcx)) 
for  the  J  988  cohort  It  excluded  ineligible  schools  As  requested  by  your 
offices,  our  analyse  includes  all  schools  in  the  IffSH  cohort  analysis 
accredited  by  a:  least  one  of  the  seven  agmctes  This  could  include  Min«* 
schools  that  are  no  longer  eligible  for  the  loan  programs. 


Results  Vary  Among 
Accrediting  Agencies 


Tab**  i .  Numb*  of  fccftooti  »n<* 
Borrow**,  stkJ  VoMn»  of  Loan  D*t*«f$» 


Table  1  shows  tiw  variance  for  each  of  the  ajtciH'tes  m  the  i  I  i  number  of 
schools  accredited,  (2?  number  of  borrowers  in  repayment,  and  i3 1  loan 
dollars  tn  default  The  number  of  schools  accredited  ranged  f  rom  1  (> 
iMtm')io78l  <\mxa&)  The  number  of  borrowers  in  repayment  ranged 
from  IC  41.*?  ( aj*h&») to  353.872  (Mrs)  In  addition,  the  loan  defaults  per 
agency  ranged  from  112,805,374  cashes)  to  $230,870,073  (VAttv 
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school* 
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Borrower  I  Waul!  Rates 
Vary 


\.s  with  the  ether  indicators  discussed  above,  borrower  default  rates 
varied  anion  ft  incmics  Figure  1  shows  thai  ac*kt  jtnd  nhm  !u«d  the 
highest  rat*'  with     jierct-nt  while  schools  wish  multiple  ac<  red  nation 
h«*d  the  lowest  rate  with  If 4  jrrceol 
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Many  Schools  Could 
Be  Subject  to  Default 
Management  Plans 


One  of  the  reasons  the  Department  initialed  its  student  default  rate 
analysis  was  to  identify  postseeondary  serux;ts  with  student  loan  default 
problem*  It  targeted  more  stringent  default  reuuctJon  measures  to 
schools  with  the  highest  default  rate*  Ir  it*  June  5. 1389.  regulations, 
the  Department  required  that,  starting  on  July  20.  1889.  ail  school*  with 
default  rate*  over  20  percent  implement  a  default  management  plan 
These  plans,  to  be  approved  by  the  Department,  are  directed  toward 
reducing  the  particular  causes  of  loan  default  at  the  school 

Based  on  the  Department's  data,  many  of  the  schools  accredited  by  the 
agencies  we  analysed,  if  still  eligible,  will  be  required  to  prepare  default 
management  plans  Figure  2  shows  that  the  percentage  of  schools  for 
each  agency  subject  to  such  plans  ranged  from  43  percent  (mtts)  to  6ft 
percent  (nhst) 
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As  Kgr*t*d  wiTli  your  uffurv  *r  (fid  nui  obtain  writtnt  ivnmiMUHitn  this 
fm*t  Jihivl  W>  did  howrvrr  di*cuv*  it*  content*  with  IVpartnw'nt  of 
Kdm"»tt'»n  program  of  ft  rials  and  incorporate  their  comments  whvrr 
appropriate 

W<-  nit-  sending*  opiesof  this  fart  shtvt  to  »thrr  eongrf&MonHl  commit 
Wt»s.  the  Evpartment  of  Kdmaimn.  and  other  interested  parties  Should 
yen;  wish  to  diMniMB  its  con  tents.  pleit.se  rail  me  on  <  202 >  L'7fr  I  ?fKJ  CXhw 
major  contributors  to  this*  fan  sheet  are  listed  m  appendix  V 


Kratikhn  Frazirr 
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Related  GAO  Products 
Tables 


Figures 


Table  1  Number  of  Schools  and  Borrower*,  and  Volume 

of  Loon  Default* 
Table !.  I ;  Indicator*  for  Accrediting  Bureau  of  Health 

Education  School*  (ASHES) 
Table  1.2:  Indicator*  for  Accrediting  Council  for 

Continuing  Education  and  Training  (ACCET) 
Table  1.3:  Indicator*  for  Association  of  Independent 

College*  and  Schools  (AICS) 
Table  14:  indicator*  for  National  Accrediting  Ccsnroission 

of  Cosmetology  Art*  and  Sciences  (NAQCAS) 
Table  1.5.  Indicator*  for  National  Association  of  Trade 

and  Technical  Schools  (NATTS) 
Table  16  Indicators  for  National  Home  Study  Council 

CNHSC) 

Table  17:  Indicator*  for  Southern  Assort* tion  of  Colleges 
and  Schools*  Commission  on  Occupational  Education 
Institution*  (SACS/COEI) 

Table  IS  Indicator*  for  School*  With  Multiple 
Accreditation 

IV. 1:  A  Few  School*  Had  Most  of  the  Loan  Defaults  of  $1 
>UMon  or  More 
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*XKie  1  Default  Rate  for  Each  Accrediting  Agency 
Figure  2:  School*  Sutyect  to  Default  Management  Plans 


Abbreviations 


ASHES 

Accrr 

AKS 
NAOTaH 

NATTS 

SAC&coe 


Accrediting  Bureau  of  Health  Education  School* 
Accrediting  Council  for  Continuing  Education  and  Training 
Association  of  Independent  Cotie^  and  Schools 
National  Accrediting  Commission  c>f  Cosmetology  Art*  and 
Science* 

National  Association  of  Trade  and  Tecnnksal  School* 
National  Home  Study  Council 

Southern  Association  of  CoUes«  and  Schools'  Commission  on 
Occupational  Education  Institution* 
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Apprndi*  1 


Selected  Indicators  Using  1988  Cohort  Data 
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T¥**»  &  fatfeMm  for  A»»ocutton  ef 
W*g**mn  Cott»g»i  yst  School 


Trtte  (.4:  l«*c«tor»  for  NatkwT 
Att  mod  Sc*oc—  fNACCA$> 


(adteMar 

dotwi  r  o*t*xi «•  ajcS  (cheat 

'S«»0f649l 

A  m»gp  dvteuK  «^o<um#  p«  k*ocT  "  "~ 

*i*nt»r  of  borrow**  n  rtpiyn*nt 

3*3.672 

'  "W3K>      '      '  " 

*******      prctm   echoed      0*ik<n'  rife*  " 

30%      ' " 

30% 

40% 

' » (13%)' 

60%            "'         '  "  ' 

9<?%r '    ■   -  - 

°|  J*?"!*  _          to*  AiCS  ftcfwi 

hfrpr**?  yoK/m«       -  ■  -  *   -  . 

17  60*673    '    *  " 

SO 

******* f0'*" :W«CCA5 *c*»fc 

Peretnt    oo«r5w»n  tn  at  tiyrt 

?0% 
30V 
40% 

60% 

R,f>8e.i}I.0*t4^t  **v"»  to*  NtACCAS  K*6c*t 


7B1 

$67  93*  554 

M64? 
?4fi76 
«08% 

«50j»%)  ^ 
^7  (34%t  " 
'46  (19%*  ' 
20(3%i 
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&cn©©*»  isa*  *st 


'<'!*»  ck*4»*  »  u*  <u»s*"' 

A.t-'a^c  tfr'av"  f*"  Vx» 

N  ("iff*        f<»fCf  p'f  sitvrfrS 


*  j**,'  ■til,,*" 


st*; 

,'S4  4,^ 

4{  ;K*\ 
4  l*N 

$"  hlMift 


t#M*  i  6  ir»d<c»tcw»,  «ftr  hiiiion*!  Home  ^MM^MI^^^H^^^B 

\  ■  j  >, .  ,    .<         .i'  •  ■  »■  .1 
-j  it  ^  V    ■  ».  '  <  !*■  > 
\  ,■  t  ,     •  U  ■     r"  ■'  'ft-. i.' 


'I 

Vihh'  .4' 

■[•4 
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TtWt  I.T.  Intfcatoci  <©f  Soutttom 
AuoCttUon  of  Coflogo  ofttf  School' 
Comnxtwon  on  QceupttfOfttt  £$ucttton 


T*tM*  f  t  »f*l»cotcw»  fo-r  School*  WftFt 


indicator 

fU*»4 

?6  " 

Total  aotta'i  ir  a****'  Jo*  ■)•  $K$'CUL>  icfxjoH 

S4?  225  399 

502?' 

35  62%. 

2i?% 

52ffc8%i 

20<?6%i 

$o' 

Rtfutt 

$36  316  9tR 

^r-tf-fryr  dC*JMf  rOtU'nr  f**  kW» 

I36SS14 

62813 

152*7 

>'     f '  > r<v >  c** t" *  .i-  iv'iut 

2*  X>\ 

49i49%< 

24  ;2<\) 

»C«»0V 

~  S*62i  3:u 

0 

ERIC 
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Appendix  U  


Departjnent  of  Education  Letter  to  Schools 
Concerning  Default  Reduction  Initiatives 


^ '  (US' 

I  u  vritin*  ie  Mfc  coop«r*rion         »tfppori   t»  J«pl»**nilnf  thr 

e<*»p?»h**»t*»  d*Uult  rttfucisrfi  Hfkiwiki  t&M  I  »nnaunt  efi  on  Jmt  I,  HI*. 
Tot  rcvr  ibtotWiiim.  *  ee»P7  v<  H»l   rt*«J»U*a  (JftMJiM  ««PY  cf  thr.. 

pv»»i»rtt  t*#  *;f«»<sy  u«b  Mst  to  yw  *»a  to  yvvr  »«vat*t  fituceui  »ta  ornrc 

tl>«  £>fpiri»«TH  «f  W«r»iteo  prej#i?«  tint  *n  C**r»nic»d  Siud»nl  Lc*fi» 

<C5L*<  vlil  C#*t  t»KJ.«rfr»  o*.r  Si. I  MUlen  t&l*  y«r.     lmrft»$n*  <t»*»u3t 

r.«ewf<rt  frtm  ntt*y  .ttrf.fttt     To  rrtwt  drttultl,  •  Mien*  cwp't.nw 

•  ffori  vin   k«  r#^lf#4  IM»i  in  pkfittt  Spv»1«»*      lH»  puMJt.  IM 
rrpartMnt.  its*  Cen*r«i».  p«3it**cpr%d*ry  Uniiiuiutw.  ItnOiri.  |v»t«m*c 
»l»nci»»,  *ad  Wot  ro««f» 

Tb«  Up*tt»«nt  hs»  iJriatfy  ?*M&  4  f*n*ty  uf  «f*p»  to  mnifn!  ftiuSent  H«n 
fifduiii  by  tBpl#^osin»  *n*  «P"^tin*  »*nY  fit  r>ri*i*u  lui  «ria  loJSr-itl.v 

iPprt?«*»*nt   pt»rtte*»      Out  ffforrp       <«ir  &■«*  M»pM»./rrt  th» 

j   trv»t  row  via  Wife  **  thit  pottucoMtrr  tn»tltvUtm»  h*ri  * 

i»n  to  pi»y--ftr*t  ftf  til.  to  crs*l$*  •  qwtiMY  »dur»ili>ft.  »fm4.  ic  hr.( 
taucftft  »tv($»nt«  «fr«tit  pFP*p**tt**  »*I»riF*  «'fl  *»pl«y»rrki  uppenunfifi  *  r: 
P#ntrvi»f  MtlAft;  *RiS  Shlro,  to  r4ur»i*  Ihm  *brtui   the  trim*  or  «Uo»r.i 

lt*»ir  r*p*y»€iM  fcutden  t&ev  vt^i  r»(«  vhrr.  t*r«  »p*.p.r»*  f*»ir 

•  i  wi-.fi.  *.n*  i At  reMfqvffleM  of  Srfiult      Stho«>j«  ii**-  h»*f  if-*'  *m  »»" 
stcvist  trttfcii  cnMiuSonTtiitrs  tBfor»»Uc>.  tt   lert.'^t*  %»t»;^»*. 
»dmt  t  r  ;nC  ofttT  *tu*«*t»         i  »n  tw>»Ht   t  [«»  ta»  rou.  miscn*.  ruinf 

(^titbit  iuIiidr  rrfim8  p*lKtn,  m  •  fiWitun  • 

Ac    A  *reat  IS  ft«3fr*ft  It**  *>f    m«  f^u^rfu*.    .  »a.~  ft  »  t 

;    f.«»€   lltufd  ■  <th*i   fr»vl»tl©n  tr-»l   P»piov*  a  tUrrff  *;jrT.ifh   in  atil\*c 
tftfAttit  r»t*» 

dff»uii  fit*  e»Jcui»iipn  ia»t  *•  *Tf  witf.i  for  rht  turpon*  of  rb*  nr» 
r««ul*t;on  it  tft«  p*rr«i»it  «n  »n»iliwiton  *  ffftcr  *<y4emf  *<H«-  «nl  *  f 
f*P*r»rf.t  dufSPn  one  (Uc»t  yr»r  en  Ui*ffor«  (rf|Wi»f  Of  5>^^  P>Hi« 

:p»r»t  who  e*f»«it  M(«fi  th»  »«-f  ?ct;u«;Ti*  fi»ci,  vt»t  Tru» 

vr,i  pi  -cthptr  4*f»uit  ffctf  :»  «ttf*trrt{  fr.c  twi»«u.»ti«#  d^::»f  4*f*.i- 
rait  wJ.Uf.  MV  b*  km^  b<r  v*t*  »  |i»«rm!f»  Hrrnv  to'  »l».fT  p^ipc»»» 

»«  drc»tf*3  to         thii  o»v  a»f»w:t  r»ilf>  tn>f#tf»»   ■»  »•-.:  s^1  •  3«iikii  i*r:*ts 

•  •  Ceuvli   rn*«iiuT.  »«ftrt*.     It  U  «lic  duft  iifti'  n  "»••'»  •><  < 
i>pi<s  *pv  r»*pom»M#  tor  pin  <in#niri  ih»t  -o*  i*^tt  ».»  »  .tim 
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TT»U  'fl«il  year-  vt  "c«Mrt"  <«ftwlt  rata  cilcvUtler.  appllea  e&ly  ta 
t^tltvtt»&*  vltfi  26  or  e»t t  current  **4  f«r»#r  *tw4rnta  *&c  m(»r  repervrru 

lefelte*  far  »ttr*i,wt  it  tut  iMt;(it;x  »b  (t»t  rtetel  Tsar,  for 
•at  fiictl  year  U  tdtlc*  leu  tua  M  »f        iMtltntiar*  *  currmi  *m2  former 

»tUC*M«  «nUr  r«NTMt,  tU  AfftuK  rata  CtUulltltA  It  fcAiad  wft  im  |f*|i|i 
*f  tW  rate  relnaiata*  far  th*  tkrr«  »a*c  rKiii  fiscal  raere. 

Jucv*  ».  1«M ,  UclvO*  tfet  fall&vLt*  a**auraf: 

e     All  acteele  »itfc  tfeftult  re  tee  erar  aO  furcrct  *m  t>#  awfcjert  t«> 
P«te*tUl  lisltetie*,  *v*?m»im.  mt  ter»itj*s.ie»  <ui>  fr«w 
partlctpatl&s,  u  sUr  Ttile  JV  attaint  at*  K^rm.    The  L3T  iriuir 
vlil  <«<r*ui  %  P*rcr*i«««  p*i»t»  ■  rear  a*«r  ♦  years  te  *o  partem 
T#  r*i*t»  at«4**f  iti  pr**ra*  »lt#mJiiy,  •  school  vttt  i  dtfauit 
rate  «t  tAta  lave*  viii  fea**  t*  »M«  (kit  it  !»**  tc*#  all  that  tt  ran 
f  rHaci  ta.fe.witt.    Fat  r*r>*aa.  »f  tke  rfulttfwi,  thU  a*ena  that 
tt  has  «U        AfUaU  rMutiM  Munru  Uat*«  lr> 

APPfMls;  C  of  ths  tt|vS*tta*.    Jo  *i41tio«,  th*  ruuiicioR  avthertrrt 
UI  actios  f«r  ecAaaie  witfe  4efavlt  fata*  ever  40  r»«ree«t  ih*t  fail 
to  rttfvta  t&eee  ratat  by  *  pettmt  a**  pptate  p« r  pser  taffectl** 
Jamatry  l,  lafU  , 

a      til  school;  vlth  fe'ltut  rata*  **»r  JO  p*re«st  vill  h«  r*qo:r«ti: 

—  *°  OJajr  ea-rtifitatiPn  of  Uafi  ipfrl  lctt  lam  or  fir»t-tt«>« 
•ofrevtra,  so  fh*t  tfr»  (wrtwit  vt X i  not  itctlvt  tki  ia«x  crcttrik 
*itt:  JO         tfiir  ci4«»t*  b#$tR  (affacttva  ?f|abtr  1,  Uf« ; 

—  i*  ti»*  a  prp-rtta  tvJtlea  f»funa  p«uc>  fct  *twJ»nt  ti«rr,>«.n*  *^,o 
8f»a  tc  cfe*  vltfpolnt  of  tft»  pf»»rM«  or  tlx  axmtf.a. 
rtUht'ir  it  aarlitr  (cffrfttr*  Jmt  5,  iV*D) 

b     All  «fhwU  *ith  «>favlt  ra^ti  »T*r  Iff  p*rrmt  wtl:  fc«  rcQwifad  ip 

irv;t»#fit  t  «*fault  »*a«f»»fli  pl+n  »ppro**«J  iff  the  D»P4rrl*nt  ana 
dVttaai  tevertf  rrt»tlB|  tb*  parttfttiir  <-au»«a  of  ai  tt»»< 

•  ctjonl  (ttfcctire  ivlf  jp.  ilMJ, 

e      fn  »44itioo  te  the  «»tt  eetnecll&t  rt^vlrad  tr  rwrrent  etatutr.  all 
vOi  have  ta  f>r*>vlft>  eatrancr  tounaellnc  •<>  rtrat-ttM 
frarrevttft  te  »aka  ci(»t  tN»  terms  *r  the  l»»rt,  the  fri>ev»*nt  tttfifh 
th*l  face  vftea  tft*?  »r»4»4t«,  acl  the  teoaa«i.#i>eaa  p<  tfaravli 

(affe<;iv#  JsJir  id,  i«I«>. 

«      All  eeheoli  sffatiCk*  &a&  hartaUurvat*  vaeatlonal  iPaifitn|  preffa*« 
h*«r  to  4l»clo»»  ir»0MtWa  tfttci,  ^ofc  piac**fM  tatea.  eno 
State  iitrnaloj  «sa*  paaa  reree  tr>  prcapattivr  atuacrtia  >cfffili»e 

o     ^ar>4fri  *f  U  ts*  r»Q4tfe(i  tc  i.,fof*  ac^oola  wtien  th«vt  ftaduaiea  ,,.#r.s 

♦  re  deilBQuent  reffacttve  D« f rmhr r  V,  leiei 


OAO  HX1>»  17 lt»fa»itf«$fM«tfn«t  t««M 
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felt  ^  .  c«iprthrB»i«f  Ot<»ttU  iMucclPo  Kcsaurci 


:  m*t  $ntl*»9i  t  ll>i  sf  fiiefci  it**  itUylt  run  fsr  laatUutlsn* 

y»«r  Situ     t*«m  "c*a*rt-  mtitiii  r»t*»  #r»  an  HIT  Proriaw  W 

tnt  iu*rwu»»  MtnUt*.    *♦         act  itftf  tw  i«o  union  a«Uwit  tatf  <*r 
i*p3M»m«tn«  ctir  nrv  rtttii»tiift.    Tt«  iH»  Ur  ye«r  iMtltutlpa  ti  *ri*iiir«  •< 
IM»  1  i»»       ft**  you  |KJ*r*l  aaiic«  •»  *»«f  f*Frt«t  **i»»uw*.    »y  *u«un 
HI*    1  to  bt  »»lt  te  RfrUfy  y^n  c»»c«rBl*«  %b*  e.hori  «tf«ult  r*tr  t*»f 

i**Vtfut  vUl  m  u»*4  $»  t»plM«itt«k(  tat  Mrii  ttm»  at  ovr  faiuiaton* 
IMtUU**     n»a»»  n«»  tfcat  r»r  L»«t  i  rvt  !•*>*  I  at*  th*n  W>  »«rro*#r* 

rmrrtn*  rrpaywca*  la  im,  ta*  IJH  aa*rt«  tat  s*fauit  rttr  (or 

feBrr°»a;»  tat«;in«  rrp*y»*ai  oclV  1ft  lUT  fiictl  y«*r     »r**nni%4  vlth  tM 
fi»c»i  yt»r  lm  e«hert  fm».  «M  >-y*«f  i^fm         ««aeMfe««  fill 
for  tut  idiMbm  vita  Um  tfe*a  *5  *»rr«w»ri  *»t*ria«  r*pty*»i\i 

2  »ncc5wrff*ff  *H  ptrt  1  e t£*t 1»*  ^mr<«#4in  lMUtutlctn  <e  l»M  »n  ittln 
rc»«  in  tiua«a<  loan  <t(iult  pr»*rftt  f**,  *n&  1  mula  *pfr*-*»«*  Vevr  awFP»M 
fcr  thS»  i*f«>rtwu  tnUUtWi.    M»Mt  **4f»»t  *er  evtittora  •frmu 
ii»p»#**f>t*Mi>r>  t»f  *»•  ft**  r*»ul*ll*R  er  at&tr  MpicU  cf  o».r  tftttult  tfdv«*  »«r. 
miti«ti*«  ip  Di .  >o*»«rt*  a    Bkjnrv.  P«outy  AMiount  Ster*i»rj  fpt  stutfefli 
r  manual  ift*iftt«nc#t  tt.S.  Dartii»*m  p*  td-<«iU>t>.  •(*  n*ry**nd  Av*aut.  5  * 
f:a-),  *so»  AbJfc,  ¥a*M*c  too,  D  C-  JQ20?. 


S  i  n  k « f  t  i  y  , 


L*ur»  r  l.«vAtet 


Jr.? . 
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Appendix  Ul 


Department  of  Education  Methodology  for 
Calculating  Cohort  Default  Rates  for  1988 


n*C*K  >W  ffM  tTUOMTt  wOM  Qf*Mft.T  MTU  KHOCkl 

tt*  fv  m  "K#t  rw  MfMit  r»tw  m  t*tcv»titt  MiAf  **w  tvaiMN  * 
Mmn»  HK1II  an  U»  ttftff*r«  ^  M  PiutYSU  LAM  TtM  dim. 

«*«  ftU  WWH  »T.  IM1MH  1ft  U*  «ffwH  HU  UlSUtMIMt.    *M  l.Mi  C*»- 
ttl,"w  ^        ^rtl  JlHvrt  ntMM  W**  *r»  at*  m«1«m.  T* 
•l'»*H  'it*  f«^Mli  <ft  M  f*Utua: 

•  ff  |tu***tft  <*o  snltrM  flMiMnt  tit  rr  H 


•  tf  litftwKt  **»  tMum  nupm  unu 

FtT  »Lftff**  WMH,  t««ftt<M  W»n  ftftfttt  U  ft^»««  IM 
ftfttft  ft  ftl«>»t  Mtifit  *N*)*tftt  MU»UH  *t».   If  tm  lUttV*  v**.  *V*C 
ft***        *  <«'Cftttf  •  tfttt  HtMM  Qttttor.  IMF .  ft*  HMMf.Vlt 

I"*!*'**-  «  w»  fittc  frttt  fettnft*  Aimn,'  tfvtwm  tautttr*  t» 

t*  »rt*i*t  ^  *  <l*i*.  *W*  itrtiSr,  ffttVftU  ft* 

im»  ^«tK  t)s»  u»  -TrN  tf  ,  irtMU  t*  trtf^tW 

* t**n .      "'""wi  vwidMti  tr  »  — wmtm  tfftrmuu  t»  ■ 
tof^t^  tf  num  e«*'  *»  kitw  ocmtr.  iMr,  tut  u^  hm 

tftciwtat  \*  iftt  c*lt*Hut».  ^* 

^jtfiM.K.  »Uf*tf*  *M  *U  It**,  «t«K(tl  *tr»  («  , 

^  U"WV  ^       I*  V*  Htn  lUtyft  CM*  ftr  »  ttt*  u*t  t«ttrtt  rwr- 

•rpr?Ttlr  •»»•*■#  U  »  t*II.  tfW  tM*  t»  ctRflMTM  •»  s \ 
••'•n't  *tr  iht  ttftutl  rttt  alcwUttvt. 

Wimtr  gf  Hyj^ti;        n  iiti  tf  itw**ni  *«•  c«tcvi»iM  >r  mrdi  :m 

*wttr  ff  tiMtrtK  MCUf  ttpintf  Mtwi  tn  u»hu»ti  uu^<tt  it 
*  uiM^t       ttt  tfwt  «nt  iw  ^tfltct««  fn  in»  tttt  m  <^ra» 

*<t.     U  ft  MfTMl  U  *tU*»  Mr*  UMA  OM  M*Ot*.  I»  fP  M  M 

ctuAite  m  ttw  ejttcwtfttit*  f+r  ftdt^l. 

i££B&L    C*'«4»!t  r«M  hip*  UftblllM  Mwritllr         ftftCft  ftcfw-  iMmiffet- 

ftcrt^t       tiififctt  u  ttrttc^tMt*  i«  tnt  ^tm  «t  tht        trw  f«im 


Source;    Otpartitnt  of  £cJuc»tion 
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Apt*ndixJV  -  -  — .  ~    — . — ~ 

Analysis  of  Schools  With  $  1  Million  or  More  of 
Student  Loans  in  Default 


lot*  D«f**i  *»i  * 


ABMlS 

? 

au:u 

♦4 

AftS 

9' 

NAC  CAS» 

'  \ 

NAT  15 

? 

'60 

r.AiSrCOi' 

14 

6 

41 
74 
S4 

?c 

96 
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Appendix  V  


Mayor  Contributors  to  This  Report 


Human  Resources 
Division, 
Washington,  D.C. 


Joseph  J  Efchn,  Assistant  Director,  (202)  401-8623 
Christopher  C  Crtsiman,  Assignment  Manager 
Karen  A  Whiten,  Senior  EvaJuator 
Veronica  Scott  Evaiuator 
Jennifer  G  rover.  Evaiuator 


Atlanta  Regional 
Office 


Alphorvse  R  Davis,  EvjUuftlor^m-Charge 
Vc*n*mca  O  Mayhand,  Stt?  Senior 
John  T  Crawford,  Evahiator 
Hakim  AbdulRashmt  Evaiuator 
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Related  G  AO  Products 


SupplenwnUj  Student  Ix>ans  lx»aialaitve  Changes  Have  Sharply 
Reduced  loan  Vblujjnij f  (OAChi'HW ior£  Aug  3, 1 ?MX) ) 

Ktii&ncial  Frobtenwm  the  Staff ord  ftudent  I/wn  I^ram 
{QAon  hjuvw^s,  July~27.  l&K)) 

Supplemental  Student  l<oam  VVho  Are  the  l**rg<*fct  lenders*'  ( i.ai  ■ 

liAO  Views  on  thc_Suff<.»rd  Student  Loan  }*«gram  u.ao  i  MM***  »:j  Ket> 
ft).  1990? " 

Supplemental  ^udent  Ixwuns  Who  Arrows  and  Who  I^'fHUlt.s  iu.v 
HKltwr^PS.Oct  T7","jBS9)  " 

Guaranteed  Student  Ixians  Analysts  of  Student  Default  Kate*  at 
PastWCT"daryi  j&nooisIu~A<>. Hki>ssm3BK.  July  5.  li*8^> 

l>efaujtedjfcuaynt  Loans  l^iunmary  Analysis  of  Student  tjoan  Mnr 
ru  wen*  and  Defaulters  <OAi>  NKlM*H-tt2BS,  June  14,  1P88} 

uao*  View*  on  IN*  Default  Task  Force's  Rm>rn^rKh*tK>rts  for  Kedu<*ing 
IVfauft  CejsLs  tn  the  Guaranteed  "Sti't  den if  LrWlVngrim  <<,\o  t  mre»hh  ?. 
Feb  271988) 

Guaranteed  Student  U>ans  Potential  Default  and  Cost  hrduettnri 
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to  Reduce"  Defsuit "C<m& (Gao  indue     Sept  30.  i  1#HT  i 
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DiUted  State* 

(irnrrsl  Aceo«nti«i  OffWe 

Hi  m*u  Rmourcr*  Division 

September  12. 

The  Honorable  Sam  Nunn 
Chairman.  Permanent  Subcommittee 

on  Investigation* 
Committee  on  Governmental  Affair* 
United  States  Senate 

This  report  responds  to  your  request  for  information     t  Inactivities  of 
agencies  that  accredit  for  profit  or  proprietary  schools  that  may  partm 
pate  m  the  Stafford  Student  Iioan  !*rogram  «  Specifically^  we  agreed  to 
provide  statistical  data  on  the  accreditation  actions  taken  during  fiscal 
years  1 9H5  to  1989  by  Seven  accrediting  agencies  The  agenne*  are- 

Accrediting  Bureau  of  Health  Kdueation  Schools  i  AHMRO. 

Act  -reditmg  Council  for  Continuing  Education  and  Training  <  AUin  )■ 

Association  of  Independent  Colleges  and  School*  { a  ICS), 

National  Accrediting  Commission  of  CosmetoUfgy  Arts  and  Sfifria-s 

(  SMCAS }. 

National  Association  of  Trade  and  Technical  Schools t natts  t 
National  Holm-  Study  Council  (Mtsv>.  arid 

Southern  Association  of  Colleger  and  School*  ( .imnusMon  on\fc ;  upu 
tional  duration  Institutions  <Sacm*>») 

These  agencies  reined  that  they  currently  arciedii  me!  '<>  -^H) 
proprietary  scheols  in  the  CS  and  abroad  ; 

( |„  sp)it«>mtN>r  i\,  1990.  we  briefed  your  offices  on  the  preliminary  results 
of  ,ur  analysts  This  report  siimm«r^"MlH'  mMmalton  ur  provided 
The  results  of  our  analysis  an*  provided  m  appendix  i 

\n  redoing  agencies  are  an  integral  part  ot  a  ttuee-st  p  approval  pro 
u-ssthat  jx*isecondar>  institutions  must  undergo  brforr  iheif  students 
can  r ci vive  fi'deraJ  grants  and  Joans  The  Higher  Education  Act  requires 
that  each  t*»st  secondary  n  *tttution  with  students  participating  in  the 
Stafford  Lc»an  f'rogram  t«* 
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liivnsrd  to  provide  posutitmdary  rduattnm  by  tin*  state  in  which  it  is 

loCiKid. 

accredited  by  an  agency  recognued  by  the  Secretary  tlf  Education,  ami 
«r rtificd  ny  the  Department  of  Education  as  financially  sound  and 
capable  of  providing  poatscrondary  programs 

Accreditation  is  a  system  for  recognizing  educational  msWu turns  and 
professional  program*  that  meet  a  specific  level  of  rvrformancv.  fnteg 
rity.  and  quality  This  process  is  conducted  primarily  through  nongov 
crnn*  -ma!,  voluntary  associations  called  accrediting  ager  w*  These 
.igeru  tes  establish  cnterta  for  accreditation,  evaluate  institutions  and 
professional  piograms  desinng  accredited  status,  and  approve  f  hose 
that  meet  the  agencies  criteria 


Scope  and 
Methodology 


As  agreed  with  your  office ,  wo  reviewed  information  subpoenal  by  the 
Senate  Permanent  Subcommittee  on  Investigations  from  the  seven 
an  redif  mg  agencies  Tor  each  agency,  we  determined  a*  of  May  1990 
thf  number  of  proprietary  schools  currently  accredited  and  of  those,  the 
number  also  accredited  by  one  or  more  agencies  A  J*  >  as  of  May  1990. 
«e  determined  the  number  of  serums  f  hat  the  agencies  told  us  had  vol 
ttnranly  withdrawn  their  applications  for  accreduathm  but  wereaeered 
m>d  by  another  agemy 

'n  addition,  we  determined  for  the  f»  year  period  ending  in  JHh'if  the 
MitmtHf  nf  schools  t 1 )  newly  aon-ediiod.  rractredited.  or  terminated.  ( Z> 
«  h'»sc  first  requests  for  accreditation  were  accepted,  deferred,  or 
dented  ill)  that  drd  m>\  reapply  for  accreditation  omv  their  accredit*, 
lion  jfnod  expired,  and  { 4> accredited  without  an  on  Site  \  nut  by  the 
agenc>  1 

we  summarized  tlie  results  of  our  re%       by  aivreditmg  agency  and 
asked  each  agency  to  venfy  the  informal  a  hi 


What  We  Found 


IWd  on  initial  applications  for  accreditation, the  seven  agencies 
;tc<ri<dited  !       schools  and  di  nted  2*1  accreditation  during  the  >ear 
jNM'iod  Six  of  the  seven  agencies  deferred  437  s« -hi Kits  for  consideration, 
these  schools  subsequently  may  have  been  accredited  or  rejected  after 
being  reviewed  sgutn  by  the  agencies  {See  table  1  i 


'*'r;  S*™*  MrtV  ,nd  saM  .  43  jmn^^  (lf  lhl.  «.|^u*  I.k".^. 
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T*b*  1:  Eraprtfry  ftetooia  Thai 
appHfrfl  tor  ACCfd*ttPQft 


aS*S 
ACCIT 

AK1L> 
N  *C  CAS 
NANS 
NH.V 


A  ^La—  ^ 


63 


sats/coe 

TOW 


TOO 
U9 

*4 


437 


M2 
tj.7 


11 


10 
6 

281 


t.tao 


As  shown  in  Ubte  2r  KtfXXS  and  K'  .TS  reaocredited  the  largest  number 
of  schools.  The  seven  agencies  terminated  the  accreditation  of  3 1 5  pro- 
prietary schools  during  this  5-year  period  Schools  accredited  by  kactas 
accounted  for  over  30  percent  of  this  total  Over  200  schools  accredited 
by  rstf  xx*  and  natts  did  not  reapply  for  accreditation  once  it  expired 


Mxirr  stated  that  before  May  I  £90  its  acnvditatmn  of  main  campuses  ~ 
which  are  all  subject  to  on-site  agency  visit*—  also  covered  branch  cam- 
puses. Therefore,  during  the  6-year  period.  65  branch  campuses  wenp 
accredited  without  site  visits  As  of  May  1 890,  mxxt  began  conducting 
site  visits  to  branch  campuses  as  a  condition  of  accreditation  ahhes, 
NK9C.  and  sacs/ooa  reported  that  none  of  their  schools  were  accredited 
without  a  Site  visit.  AJCS,  maoum,  and  N'atts  citrd  thrir  policies  requiring 
on-site  visits  to  schools  hut  did  not  provide  information  on  the  number 
of  schools  accredited  without  a  visit  Appendix  I  contains  additionaJ  sta- 
tistics on  each  agency,  including  the  number  of  schools  that  voluntarily 
witharew  their  applications  for  accreditation  and  were  accredited  by 


Tftbte  2:  talicfrd  AfpAcy  Actwoi 


ABH6S 
ACCf'T 

ACS 

NM1S 
NH$C 
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another  agency,  and  the  number  of  schools  that  did  not  reapply  for 
accreditation  once  tl  expired. 


We  discussed  the  contents  of  the  report  with  representatives  of  the 
accrediting  agencies  and  incorporated  their  comments  where 
appropriate 

We  art-  sending  copies  of  this  briefing  report  to  the  Secretary  of  Educa- 
tion, appropriate  cvngressionai  committees,  and  other  interested  parties 
Please  call  me  on  (202)  275-1783  if  you  or  ycur  staff  have  any  questions 
about  this  report-  Other  major  contributors  to  this  report  are  listed  in 
appendix  II 

Sincerely  yours. 


FYankiin  Frazwr 
Director.  Education  and 
Employment  Issues 
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Abbreviation* 

*rtlf>       Accrediting  Hureau  of  Health  Education  Schools 
MX-Kt       Aixf editing  Council  for  Continuing  Education  and  Trmwng 
A)f>         Association  of  Imk^pendeni  CcrfJegw  and  School* 
nauxs      NaUonaJ  Accrediting  Commission  of  Cosnwtotogy  Art*  and 
Sconces 

natts       Nations!  Association  of  Trad?  and  Technics)  Schools 
KMsr        National  Horn**  Study  Council 

«w^/tx>»  Southern  AA&ooation  of  Collvj6e»  and  Schools  Commission  on 
Occupational  Educational  institution* 
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Appendix  I  

School  Accreditation:  Information  on  Seven 
Agencies  That  Accredit  Proprietary  Schools 

i      — :  . 

i  — —  --  — — —  -  ■ — — 

j  GAD  School  Accreditation 

'■ 

j         Information  on  Seven 
Agencies  That  Accredit 
Proprietary  Schools 
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Schools  must  be  accredited 
before  their  students  can 
receive  federal  student  aid 

High  loan  defaults  are  occuring 
at  proprietary  schools 

Seven  major  organizations 
accredit  proprietary  schools 
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gao  Objectives 


The  Senate  Permanent 
Subcommittee  on 
Investigations  asked  GAO  to 
compile  statistics  from 
documents  subpoenaed  from 
the  seven  accrediting  agencies. 
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F«9vr»  1.4. 


gad  Scope 


•  Determined  for  each 
agency  such  items  as 
the  number  of  schools 

♦currently  accredited 
|         •  newly  accredited 
i  Teaccredited 

♦initially  denied  accreditation 

•terminated 
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!  gao  Methodology 

I    I 

•  Reviewed  subpoenaed  data 
submitted  by  the  agencies 

•  Compiled  statistics  for  1 
!         subsequent  verification  by 

the  seven  agencies 

!  j 
•  J 
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The  7  agencies  currently 
accredit  5,585  proprietary 
schools  and  their  branches 

During  the  past  5  years,  the 
seven  agencies  terminated 
accreditation  for  315 
proprietary  schools  and 
reaccredited  2,330  schools 
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Figure  1.7. 


gao   Summary  Observations 
on  ABHES 


9 

ERIC 


Currently  accredits 

•176  proprietary  schools 
and  branches 

•91  schools  with  dual 
accreditation 

4  schools  voluntarily 
withdrew  their  applications 
for  accreditation  and  were 
accredited  by  another  agency 
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gao  Summary  Observations  on 
ABHES  (continued) 


In  the  past  5  years  ABHES 

•newly  accredited  102  schools 

•reaccredited  82  schools 

•terminated  its  accreditation 
for  18  schools 

•initially  accredited  100 
schools,  deferred  12,  and 
denied  1  accreditation 
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GAO  Summary  Observations 
on  ABHES  (continued) 


In  the  past  5  years 

•10  schools  did  not  reapply 
for  accreditation  once  it 
expired 

•no  schools  were  accredited 
without  a  school  site  visit 
by  the  agency 
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GAO  Summary  Observations 
on  ACCET 

Currently  accredits 

•935  proprietary  schools 
and  branches 

•10  schools  with  dual 
accreditation 

•  No  data  were  available  on 
schools  that  voluntarily 
withdrew  their  applications 
for  accreditation 
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gao  Summary  Observations 
on  ACCET  (continued) 


In  the  past  5  years  ACCET 

•newly  accredited  279  schools 

•reaccredited  141  schools 

•terminated  its  accreditation 
for  46  schools 

•initially  accredited  252 
schools,  deferred  63,  and 
denied  28  accreditation 
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gao  Summary  Observations 
on  ACCET  (continued) 


In  the  past  5  years 

•9  schools  did  not  reapply  for 
accreditation  once  it  expired 

•65  branch  campuses  were 
accredited  without  a 
school  site  visit  by  the 
agency 
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GAO  Summary  Observations 
on  AICS 


Currently  accredits 

•930  proprietary  schools 
and  branches 

•no  data  were  available  on 
the  number  of  schools  with 
dual  accreditation 

•  25  schools  voluntarily 
withdrew  their  applications 
for  accreditation 
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AgractM  Tfcn  A*crt*i  ft«i*t*ut>  ****** 


Figyt*  U  ContmuMl; 

|  ~  —  -  - 

!   , ,  _  — . — —  —  

I  gao  Summary  Observations 
on  AICS  (continued) 


In  the  past  5  years  AICS 

•newly  accredited  57  schools 

•reaccredited  413  schools 

•terminated  its  accreditation 
for  55  schoois 

•initially  accredited  149 
schools  and  denied  120 
accreditation 
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;        Summary  Observations 
on  AICS  (continued) 


In  the  past  5  years 

•38  schools  did  not  reapply  for 
accreditation  once  it  expired 

•AICS  required  a  school  site 
visit  before  accreditation 
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1  gad  Summary  Observations 
on  NACCAS 


Currently  accredits 

•1,764  proprietary  schools 
and  branches 

•14  schools  with  dual 
accreditation 

•  No  schools  voluntarily 
withdrew  their  applications 
for  accreditation  and  were 
accredited  by  another  agency 
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gao  Summary  Observations 
on  NACCAS  (continued) 


In  the  past  5  years  NACCAS 

•newly  accredited  619  schools 

•reaccredited  1,069  schools 

•terminated  its  accreditation 
for  99  schools 

•initially  accredited  619 
schools,  deferred  1 12f  and 
denied  46  accreditation 
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I  gao  Summary  Observations 
on  NACCAS  (continued) 

!   

In  the  past  5  years 

•  1 1 8  schools  did  not  reapply 
for  accreditation  once  it 
1  expired 

•NACCAS  required  a  school 
site  visit  before  accreditation 
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Summary  Observations 
on  NATTS 


Currently  accredits 

•1 ,297  proprietary  schools 
and  branches 

•150  schools  with  dual 
accreditation 

•  27  schools  voluntarily 
withdrew  their  applications 
for  accreditation  and  were 
accredited  by  another  agency 
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vfrooJ  Keen*******  W««w«bh  m 
A*«tf**  Thai  ArrMtit  Proprt#i*r>  S~fc;^te 


t    |  

!  GAO  Summary  Observations 
on  NATTS  (continued) 


In  the  past  5  years  NATTS 

•newly  accredited  64T  schools 

•reaccredtted  482  schools 

•terminated  its  accreditation 
for  69  schools 

•initially  accredited  641 
schools,  deferred  157,  and 
denied  70  accreditation 
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gao  Summary  Observations 
on  NATTS  (continued) 


In  the  past  5  years 

•119  schools  did  not  reapply 
for  accreditation  once  it 
expired 

•NATTS  provided  no  data 
on  site  visits 
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Figure  1,1?. 
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GAD   Summary  Observations 
on  NHSC 


Currently  accredits 

•44  proprietary  schools 
and  branches 

•no  schools  with  dual 
accreditation 

•  No  schools  voluntarily 
withdrew  their  applications 
for  accreditation  and  were 
accredited  by  another  agency 
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gao  Summary  Observations 
on  NHSC  (continued) 


In  the  past  5  years  NHSC 

•newly  accredited  21  schools 

•reaccredited  26  schools 

•terminated  its  accreditation 
for  9  schools 

•initially  accredited  25  schools, 
deferred  11 ,  and  denied 
1 0  accreditation 


63  j 


ERIC 


626 


Flguri  M2  COT**** 


GAO  Summary  Observations 
on  NHSC  (continued) 


In  the  past  5  years 

•8  schools  did  not  reapply  for 
accreditation  once  it  expired 

•  NHSC  visted  all  schools 
before  accrediting  them 
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GAO  Summary  Observations 
on  SACS 


ERIC 


Currently  accredits 

•439  proprietary  schools 
and  branches 

•42  schools  with  dual 
accreditation 

-  No  data  were  available  on  the 
number  of  schools  that 
withdrew  their  applications  for 
accreditation 
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GAD  Summary  Observations 
on  SACS  (continued) 

in  the  past  5  years  SACS 

•newly  accredited  153  schools 

•reaccredited  117  schools 

•terminated  its  accreditation 
for  1 9  schools 

•initially  accredited  94 
schools,  deferred  82,  and 
denied  6  accreditation 
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Figure  M  3  Cm**** 


I  gao  Summary  Observations 
on  SACS  (continued) 


In  the  past  5  years 

•33  schools  did  not  reapply  for 
accreditation  once  it  expired 

•SACS  visited  all  schools 
before  accrediting  them 


630 


A]>pendi\n         _    ...   -    -  -  ••■   

M^jor  Contributors  to  This  Briefing  Report 


7T- ™    j^^^"!^  .h^ph.l  Kftitn,  Assistant  Ihmliir  ( 1102 >  401  W£i 

riUm^n  IwSOUrCCS  Chr»un*er  C  rrnwrnin.  AuMitniwnt  Manager 

DiVlSiont  Karen  A  Whiten.  Ktalualiw  in^lwrjtp 

Washington  DC.  VenmimSwu.  BvaluaU.i 

John  ('r*twf<nd  Kvalu.it"* 


Atlanta  Regional 
Office 


ERIC 


631 

Related  G AO  Products 


ERjC        35-?53  0  -  90  -  21 


Supplemental  Student  iMsms  Legislative  Changes  Have  Sharp!} 

Kmanoa!  Problenis  in  the  Stafford  Student  ix>an  Program 
U.au  t  HNimote,  July  27.  ifcftfh 

i.au  Views  on  the  Stafford  Student  Loan  iVogram  u.ao  t  hki>m»  m  frW> 
J\y  ijWOj  "  " "'  

Supplemental  Student  Umns  WNt  Hornm-s  and  Who  liefaidt*  o,*«  - 
mk:»m»  mvOir  17.  JHKH > 

itti.tritntifvj  Student  U>^h  Analysis  of  Student  Ik-fault  Kates  at  7,HtH» 
}>^sL^>nd«t^J^;»K|()U  (oao"hmnw»«ihk,  July  5,  'lMHWi 

iN-fMiilti-cl  Si  idem  Ixmn*  Preliminary  Analysis  of  Student  l^an  |*or 
rowrrs  and  i^jauher>  (oau  KKf>^  iir'wt,  June  14,  1988) ' 

tiro's  Vim on  the  IVfault  Task  Puree  \  Keci»mmendation.s  for  Hedwong 
lfc-f*uit  (Ws  m  the  Guaranteed  studt>ni  I .oa n ' Pn»cr a ni  \L\v  7  HKj.wi?" 
Ket»  J.  IHWf   " "**  c 

i.iiurantw^Stuilt'ni^Liians  Potent  tall  Wait  !t   «u!(*o*t  Krdiiiihiti 
(  'pram*  (dv»  HKt»««  r.^KK.  J «n  7.  1&K8> 

Guaranteed  Student  Uwls  Legislative  and  Regulatory  Changes  Needed 
to  UiMtitf  I  if-f ajiM  Cust s  i < ao  iwukt  ?>,7sept  30.  I HH7  *» 


81, 


632 


M  iRMftintiMt 
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t   02*290  4U*C*lO*  TRAINING  HRVJCES 

2  Of22§2  US*  TRAINING  ACAOIMT,  H0«  STUDY 

3  02395?  UNITED  SCHOOLS  . 

4  032»5t  AWRlCAN  CARS£*  TRAINING  TRAVU  SCHOOL 

5  02OS2I  COUNTY  SCHOOLS  •  HOME  STUOV 

•  032030  NATIONAL  TRAINING 

7  Otl2lt  CCLUM&lA  SCHOOL  OF  BROADCAST  INC,   HON  I  STUDY 
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UK  WtUMSMM  KXUVAUl  AOOM  I 
U*  Aj&JttJt  W 


October  29,  1990  (213)  73S-7715 


Senata  P*r»an*nt  Subccmitt**  on 

invss tig* ticna , 
Gcvtmwt  Affairs  coamdtte* 
SR  100,  Kuassll  Sanat*  Of f ic*  Building 
Hashington,  D.C.  30510 

Dear  Senators t 

ffiMUEingi  oa  Jftfiammal  gamzgla/Acgr^Ulng, AoociatlgaM 

Th*  Calif omia  Attomty  General's  Office  has  for  seem  tin*  been 
vary  active  in  trying  to  clean  up  the  mast  caused  in  California 
by  unscrupulous  vocation*!  eehools.    By  now  you  must  be,  as  we 
are,  to  familiar  with  th*  horror  stories  that  th*y  ••*»  almost 
commonplace i 

-The  Monolingual  Spanish  speaking  nan  who  was  so 
•nthu**d  aftar  talking  to  th*  racrultax  about  th*  opportunity  to 
work  part  time,  laaro  Xnoliah  and  an  tar  a  car**r  that  h*  left  hi  a 
$4.00+/hr.  job  m  *  marbl*  factory  to  anroll.    Th*  ability  to 
b*n*£it  tast  was  giv*n  to  him  in  English.    K*  was  given  th* 
anawara.    Ha  was  gi van  only  on*  month  of  English  class  and  could 
not,  of  cours*,  understand  th*  rait  of  th*  coura*  taught  only  in 
English.    Ha  ia  back  working  at  anothsr  marble  factory  at 
$4.00*/hr,,  but  now  ow*s  several  thousand  dollar*  for  hia 
'education* " 

-Th*  young  woman  *ith  on*  arm  who  waa  anroilad  in  a 
word  processing  couras  and  told  that  th*  school  would  plac*  h«r 
in  a  job.    sha  too  now  owaa  thousands  of  dollars ,  but  cannot  do 
word  processing. 

-Th*  computer  ropair  students  who  did  not  hav« 
computers  on  which  to  train.    On*  of  th*  at;*d*rt*  who  had  takan 
torn*  Junior  ooll*g*  math  taugnt  th*  math  portion  of  th*  claaa 
bacaua*  th*  teachsr  did  not  understand  it.    Protni**d  jobs  at 
larga  companies  Ilk*  Rockwall  navar  matarialiiad ,    Many  of  th**« 
studants  now  ©w*  $10*000  or  mora  in  atudant  loana. 

-Th*  atudantt  who  war*  promia*d  auto  taehnieian  classes 
including  preparation  to  become  certified  amog  tast  machanics. 
Neither  th*  school  nor  th*  t*ach*r*  war*  c*rtifi*d  to  taach  th* 
cours*  so  th*  studants  are  not  qualified  *v*n  to  taka  th*  tast  to 
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become  smog  check  mechanics.    The  school's  auto  shop  was  a 
parking  lot  with  temporary  tents  and  spaca  haatara.    One  student 
waeeent  by  tha  achool  to  apply  for  a  minimus  wag*  job  in  a  tir* 
rapair  can  tar.    Tha  course  had  nothing  to  do  with  tires.  This 
lass  than  four  monthe  eouraa  coat  ovar  $5,000. 

-The  young  mother  who  anroilad  in  a  home  study  eouraa 
that  promised  to  praps ra  har  for  an try  level  word  processing  and 
other  computer  Jobs,    Tha  salesman  told  har  aha  would  also 
receive  a  computer  and  aoftwmxa  ao  aha  could  run  a  bueinees  in 
har  hossa.    Tha  eouraa  did  not  a  van  taach  typing/keyboard  ekills 
necessary  to  build  tha  spaad  necessary  for  antry  lavai  jobs.  Tha 
software  was  aduoational  aoftwmra  that  printed  on  avary  page, 
"For  aduoational  uaa  only,-    Tha  first  half  of  tha  eouraa  was 
vary  aasy  but  whan  tha  student  received  a  computer  to  work  on  in 
tha  second  half  of  tha  course,  tha  lessons  suddenly  became  much 
more  difficult,  especially  because  aha  never  could  get  any  help 
on  the  school ' s  800  number.    She,  like  ovar  eighty  percent  of  the 
students  in  tha  eouraa,  dropped  out.    She  owes  ovar  $3,000. 

This  office  has  sued  sevaral  schools  and  obtained  preliminary 
injunctions  and  asset  freesee,  pending  trial.    Wa  have  sued  an 
accrediting  agency.    We  have  Rat  with  other  school  owners  and 
recruiters  to  convince  tham  to  atop  unlawful  practice*,    n*  have 
contacted  new*  madia  to  gain  their  cooperation  in  keeping  ads  for 
school*  out  of  the  "Kelp  Wanted*  sections „ 

This  office  also  sponsored  a  bill  that  is  now  ona  of  tha 
•trongest  vocational  achool  lawa  in  tha  nation.    Tha  law  raguiras 
outaide  recruiters  to  make  certain  disclosures*  prohibits  schools 
from  enrolling  students  recruited  by  outside  recruiters  durino  a 
three -day  oooling  off  period,  permits  students  to  cancel  within 
five  days  of  claasea  and  owe  nothing,  prescribes  a  pro  rata 
refund  and  requires  that  school*  Mat  performance  atandards  by 
graduating  sixty  percent  of  their  students  and  placing  seventy 
percent  of  the  graduataa  in  jobs  within  six  months  after 
graduation. 

Although  we  believe  theaa  ar*  all  significant  advances,  we  have 
found  these  efforts  extremely  difficult,  time  consuming  and  lass 
than  a  solution  to  the  problems.    One  school  spent  over  1300/000 
in  attorney's  fees  in  less  than  six  months  just  fighting  the 
imposition  of  a  preliminary  injunction.    Another  school  went  into 
s  Chapter  11  bankruptcy  shortly  after  we  sued  it  and  now  claims 
to  have  available  for  restitution  to  students  less  than  one 
sixtieth  of  the  minimum  amount  we  estimate  is  required  to 
ccmpeneete  them.    We  have  been  talrt  maral*  and  a^aln  bv  officials 
at  <Ae  tt.B.  Department  ft f  Education  that  even Tf  we  OPttjJl 
ludftieflfta  against  crooked  schools v  tha  P>S.  erftvemnent  will 
continue  i^a  coltectipp  efforts  against  the  student  victims^  Our 
effort*  at  legislation  ware  mat  with  massive  industry  fund- 
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raiting  to  prapara  legal  action  to  prevent  the  state  from 
implementing  the  new  statute  and  to  lobby  for  measures  to 
drastically  weaken  the  law. 

zt  is  clear  that  the  problems  originate  with  the  ability  of 
vocational  school*  to  benefit  from  federal  money  often  for 
inflated  price  courses  and  that  state  efforts  alone  cannot 
resolve  all  the  problems.    This  office  wisha*  to  bring  to  your 
attention  facta  that  your  committee  may  want  to  consider 
regarding  (1)  the  role  of  accrediting  association!  and  (2) 
student/lender/guerantee  agancy/taxpayer  liability  for  loans 
granted  to  students  victimised  by  vocational  school  scams. 

ACCKXDXTXNG  ASSOCIATIONS 

1.     Shifting  Accreditation 

Ac  you  know,  this  offics  sued  the  accrediting  association 
commonly  known  as  ACCET ♦    ACCBT  accredited  National  Technical 
College  while  the  school  was  under  an  order  to  show  cause  and 
order  for  a  complete  reevaluation  by  its  prior  accrediting 
Association,  commonly  known  as  ABHES %    Under  separate  cover ,  we 
have  sent  a  copy  of  &  pleading  filed  in  this  case  that  details 
the  events  in  the  ACCST  accreditation  of  NTC.    The  documents  from 
the  two  accrediting  bodies  show  that  for  ovar  one  and  one-half 
years  before  ACCET  accredited  NTC,  within  three  months  after 
ACC***  granted  accreditation  and  continuing  for  over  another  year 
and  ^ne-half  until  after  we  filed  our  lawsuit/  NTC  was  a  constant 
source  of  student  complaints  and  negative  findings  in  accrediting 
body  visits,  with  one  extraordinary  axception--the  visit  when 
ACCET  accredited  NTC. 

Th*  documents  also  show  that  ACCET  ignored  NTC 'a  admission  in  its 
self-evaluation  report  prepared  for  ACCET  accreditation  that  it 
used  employment  agancies  to  recruit  students,  although  it  is 
strictly  against  the  law  and  most  accrediting  body  standards  to 
use  job  offers  to  recruit  students  and  agencies  that  refer/ 
recruit  students  are  raguired  by  California  law  to  have  a  permit 
to  solicit  students  and  to  post  a  bond.    The  documents  also 
suggested  that  ths  employment  agencies  were  not  just  sending 
•tudants  over  to  NTC  out  of  the  goodness  of  their  hearts  because 
during  one  year  NTC  spent  over  $230,000  in  commissions,  more  than 
it  spent  for  supplies  including  books  and  equipment  rental* 

2*      Failure  to  Dae  Available  information  in  Accrediting 
Decisions 

In  the  course  of  this  office's  lawsuit  against  NTC,  five  or  more 
former  empioyaas  testified  under  oath  or  provided  sworn 
statements  that  one  or  both  of  the  owners  of  the  school,  Anatoly 
anu  Sofia  Bidny,  directed  tham  to  either  destroy  student  records, 
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hide  student  files  or  falsify  student  documents  before  visits 
from  the  accrediting  body.    Employees  "created*  ability  to 
benefit  tests  to  put  in  files  for  students  who  had  never  taken  a 
test  before  enroll!. -.v.  moved  box**  of  dropped  student  flits  out 
of  the  school,  falsified  placement  data  and  created  false 
documentation  to  mislead  the  accrediting  agency  into  believing 
that  the  "Help  Wanted8  ads  that  triggered  student  complaints  were 
placed  not  by  the  school  f  but  by  a  separate  company  that  was  no 
longer  in  business. 

This  sworn  testimony  was  available  to  ACCBT,  but  ACCET's  attorney 
inf  ormed  me  that  ACCET  could  not  use  that  evidence  in  considering 
whether  the  school's  accreditation  should  be  revoked.  The 
information  was  also  made  available  to  another  accrediting 
association  for  another  of  the  Bidny's  schools/  but  va  believe 
they  too  felt  precluded  from  using  ~t. 

Our  investigations  suggest  that  unscrupulous  schools  often  lie 
and  falsify  records  to  avoid  losing  accreditation.    It  appears 
that  the  accrediting  associations  are  not  geared  toward 
uncovering  such  deliberate  prevarications.    Employee*  we 
interview  often  tell  us  they  answered  all  the  questions  put  to 
them  by  the  accrediting  bodies,  but  no  one  asked  them  about  the 
wrongdoing  they  knew  occurred.    Thus,  the  accrediting  bodies  may 
have  difficulty  finding  violations,  some  may  not  be  motivated  to 
find  them,  and  their  procedures  prevent  them  from  even  using 
testimony  given  under  oath  outside  of  the  accrediting  procedure. 

3.      inadequate  Screening  of  Kew  Course* 

Several  accrediting  associations  appear  to  allow  their  accredited 
schools  to  start  new  programs  before  thay  are  approved  by  the 
accrediting  body.    Often  n*vr  programs  are  started  without 
adequate  equipment,  curricula  or  books.    This  is  a  common 
complaint  in  a  number  of  schools.    This  office  is  now 
investigating. 

Even  courae  approval  is  not  adequate.    The  National  Home  Study 
Council  ("NHSC),  for  example!  allowed  a  school  it  accredited, 
United  Sducation  &  Software,  to  offer  a  new  computer  training 
course.    The  UTS  advertising  said  the  course  would  train  students 
for  entry  level  computer  jobs  such  at  data  entry,  word 
processing/  etc.    The  course  materials  included  no  training  or 
testing  in  typing /keyboard  skills-    it  is  difficult  to  believe 
that  entry  level  word  processing  jobs  would  not  require  some 
minimum  speed  for  typing  or  data  entry.    We  do  not  know  if  NHSC 
did  not  have  expertise  sufficient  in  that  field,  allowed  new 
courses  to  be  offered  without  review,  or  if  it  never  reviewed  the 
advertising,  or  a  combination  of  those.    Whatever  the  cause,  we 
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estimate  this  course  earned  UES  over  $22  million  in  lee*  than  two 
years • 

In  another  instance,  thii  office  sued  Beta  Technical  Schools  over 
its  *uto  technician  course  that  used  a  parking  lot  for  a  workshop 
and  was  not  state-certified  to  offer  the  e»og  device  training 
program  it  promised.    ACCET  accredited  the  course  based  on  a 
written  raquest  received  approximately  two  months  after  the 
course  started.    The  course  continued  for  months  in  the  parking 
lot  and  never  was  certified. 

4.     Destructlon/Non-Production  of  Accrediting  Records 

Although  California  law  now  requires  accrediting  associations  to 
turn  over  information  (on  s  confidential  basis  if  so  requested  by 
the  state  pursuant  to  a  confidential  investigation)  to 
appropriate  state  lav  enforcement  authorities,  non-disclosure  of 
records  may  still  be  a  problem  in  other  Ltates.    Before  the  new 
California  law,  some  accrediting  bodies  refused  to  provide 
records  on  California  schools  being  investigated  by  the  state 
attorney  general  and  even  refused  to  honor  state  administrative 
subpoenas . 

Another  similar  problem  is  the  rapid  destruction  of  accrediting 
association  records.    NHSC  has  indicated  its  policy  is  to  keep  as 
little  as  possible.    NHSC  policy  is  to  destroy  records  of  schools 
that  relinquish  their  accreditation.    Although  this  office  sued 
UES,  when  UES  relinquished  its  NHSC  accreditation,  NHSC  Policy 
allowed  it  to  destroy  records  that  may  have  contained  valuable 
evidence.     (We  do  not  know  if  NKSC  in  fact  destroyed  those 
records* j    ACCBT  has  a  policy  of  destroying  complaint  files  when 
the  complaint  resolution  process  is  finished.    Often  the  record 
of  similar  complaints  over  time  is  crucial  to  show  a  continuing 
unfair  or  unlawful  business  practice,  not  to  mention  the 
u««fulness  of  records  in  considering  whether  a  school  is 
effectively  resolving  its  problems.    California  requires  schools, 
for  example,  to  maintain  records  for  five  years.    A  similar 
period  for  accrediting  associations  would  be  helpful  in 
prosecution. 

Thie  office  is  currently  investigating  schools  that  are 
accredited  by  accrediting  agencies  not  named  above  but  are  also 
recognised  by  the  u.  $.  Department  of  Education,     *?e  believe  the 
examples  used  are  the  norm  rather  than  aberrations. 

LIABILITY  TO  REPAY  THE  VICTZKf '  LOANS 

Generally  schools  base  their  tuition  fees  on  the  maximum  amount 
of  federal  crrants  and  federally  insured  loans  for  which  the 
course  is  eligible,    one  school  told  this  office  that  it  reduced 
its  tuition  from  S5000  to  $1800  when  it  no  longer  participated  in 
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the  federal  programs,  even  though  it  offered  exactly  the  same 
course. 

Often  a  echool  sends  all  ita  student  loan*  to  one  or  two  lenders* 
tfhe  relationship  is  between  the  school  and  the  lender,  not 
between  tha  lender  and  the  student.    Students  seldom  have  any 
contact  with  the  lender.    Lenders  claim  they  ara  not  subject  to 
students'  claims  against  the  school.    The  U.S,  Department  of 
Education,  perhaps  realising  it  is  looking  at  a  problem  similar 
to  the  savings  and  loan  disaster,  has  not  shown  a  willingness  to 
shift  the  duty  to  repay  from  the  victims.    Tha  U.S.  Department  of 
Education,  guarantee  agencies  and  lenders  have  avoided  the  issue 
of  who  should  bear  the  responsibility  when  schools  defraud 
students,    if  the  Department  of  Education  or  Congress  does  not 
relieve  students  who  have  suffered  the  scams  from  their  heavy 
debts ,  states  may  be  forced  either  to  seek  additional  defendants 
among  the  parties  involved  or  to  turn  their  enforcement 
activities  to  areas  where  they  may  be  sore  productive,  leaving 
enforcement  to  the  federal  government. 

OTHIR  rMTQRKATlO* 

We  have  previously  provided  copies  of  pleadings  and  California 
legislation  (AB14C2) .    Enclosed  are  changes  to  the  law  that  wont 
into  effect  September  1990.    The  California  vocational  school  law 
may  be  uaeful  in  your  future  consideration  of  revisions  to 
federal  regulations*    Please  contact  this  office  if  we  can  be  of 
further  assistance. 

Very  truly  yours, 

JOHN  X*  VAN  DE  KAXF 
Attorney  General 


XAROAKXT  RSXTER 
Deputy  Attorney  General 


enc*  as  noted 
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Thm  Honorable  See  Munn 
Chairman,  U.S.  Senate  Permanent 

subcomaittae  on  Investigations 
united  States  sanata 

Washington,  D.C.  20510 

Dear  Senator  Nunn: 

John  F.  Sopko,  Deputy  Chisf  Couneel  of  the  Sanata  Subcommittee 
on  investigations  asked  mm  to  aubait  a  written  statement  regarding 
tha  problem*  with  abuaa  of  the  Guaranteed  studant  Loan  Prograe 
lO&h)  by  proprietary  schools.  I  aa  a  Legal  Aid  lawyer  in 
Alexandria,  Virginia  and  ay  Halted  knowledge  in  this  area  ia 
primarily  tha  result  of  ay  reprasentation  of  former  students  of  the 
Culinary  School  of  Washington,  Ltd.  (CSW). 

In  January  of  1990  mora  than  one  hundred  atudenta  of  CSW  vera 
evicted  from  student  housing  in  Alexendrie  be causa  CSW  failed  to 
pay  tha  rant.  Through  pareonally  talking  to  acre  than  forty 
atudenta,  I  came  to  know  the  dark  aide  of  the  GSh  program.  Tha 
atudenta  ware  enticed  by  aggressive  recruiters  in  faraway  placea 
■uch  aa  Puerto  Rico,  Oklahoma  and  Michigan,  into  moving  to  the 
Washington,  B.C.  metropolitan  area  and  enrolling  in  CSW. 

Studenta  generally  were  persuaded  to  make  tha  *ova  by  a  story 
that  truly  was  too  good  to  be  trues  student  houeing  would  be  paid 
for  by  e  government  grant,  jobs  and  Job  placement  assistance  would 
be  available  during  tha  training  and  eftar  completing  the  mix  month 
courae  the  etudent  would  enjoy  the  credentiala  and  salary  of  a 
certified  chef. 

* 

Other  mlarepreaentatione  ranged  from  telling  atudenta  that  CSW 
provided  transportation  to  claaae*  to  telling  them  that  federel 
granta  would  cover  all  of  tha  coats  of  achooling.  The  students 
typically  applied  for  and  received  under  the  direction  of  csw  a 
$2,300  Pell  Crent  end  t$,«Q  in  GSL  loans.  Some  students 
supplemented  theme  loans  with  direct  loans  from  CSV. 

After  enrolling  in  can,  atudenta  discovered  that  tha  prograa 
wae  not  what  had  been  promieed.  The  studant  housing  waa 
overcrowded  with  eometiaee  up  to  four  persons  (combining  man,  women 
and  children)  living  in  a.  one  bedroom  apartment.    Ultimately,  the 
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vast  majority  of  students  wort  evicted  from  tha  student  housing 
aftar  CSW  atoppad  paying  tha  rant  a  van  though  it  had  received 
payment  for  housing  from  tha  students.  One  student  signed  over  his 
check  after  he  was  told  that  he  would  have  to  do  so  or  face 
eviction,  but  was  evicted  tha  next  day.  Many  of  tha  students  who 
were  evicted  had  expended  their  minimal  resources  to  attend  CSW  and 
were  left  homeless  and  without  the  means  to  return  to  their 
families  across  the  United  States* 

Another  common  problem  that  faced  students  was  finding  a  job 
to  support  themselves  while  they  attended  the  school.  CSW  provided 
no  employment  and  offered  little  job  placement  assistance  beyond 
referring  students  to  the  classified  ads  in  local  newspapers. 

Finally,  students  were  not  prepared  for  meaningful  employment 
in  the  culinary  field,  instruction  was  hampered  by  abrupt  changes 
in  teaching  locations ,  high  turnover  in  instructors,  and  a  lack  of 
quality  instruction  and  supplies.  In  fact,  many  students  incurred 
about  $8,000  in  student  loan  debts  only  to  toil  without  pay  in  a 
cafeteria  at  a  water  treatment  facility. 

It  is  not  surprising  that  former  students  of  CSW  frequently 
found  that  their  association  with  the  school  was  actually  a 
hindrance  in  the  job  market.  Nany  students  withdrew  and  never 
received  credit  for  the  appropriate  refunds  towards  their  student 
loan  debts,  others  completed  the  program  only  to  discover  that  a 
second  six  month  program  was  necessary  to  become  a  certified  chef* 
Many  completed  the  program  but  never  received  the  certificate  of 
completion. 

Sadly  the  GSL  program  is  being  exploited  to  destroy  rather 
than  develop  opportunity.  Students  were  saddled  with  debts  and 
left  with  no  meaningful  skills  to  repay  them.  To  my  considerable 
dismay,  the  Department  of  Education  (DOE)  takes  the  position  that 
it  has  delegated  the  responsibility  for  regulating  proprietary 
schools  to  private  trade  associations  and  state  agencies.  Perhaps, 
this  rationale  of  abdication  is  used  to  rationalise  the  passivity 
of  DOE  in  tha  face  of  serious  problems  such  as  accounting 
irregularities,  inaccurate  attendance  records,  missing  files,  and 
failure  to  follow  refund  procedures,  that  hava  plagued  the  school 
for  yeare  if  not  since  its  inception.  Unfortunately,  the 
recipients  of  doe1 s  delegation  of  regulatory  responsibility,  the 
District  of  Columbia  Educational  Licensure  Commission  (ELC)  and 
Accrediting  Council  For  Continuing  Education  k  Training  (ACCET) 
were  either  unable  or  unwilling  to  supervise  and  maintain  even  the 
most  minimal  standards  with  respect  to  CSW. 
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The  Honor  fib?.  •  Sam  Nunn 
September  7,  1990 
Pag*  3 


The  irony  for  many  former  students  of  CSW  is  that  they  *ace 
Garnishment  of  wages  and  tha  withholding  of  tax  rafunda  by  tha  vary 
inati  tut  ion— DOB- -that  permitted  CSW  to  participate  in  tha  GSL 
program  and  that  disclaims  any  raaponaibility  for  regulating  CSW. 
DOE  and  tha  varioua  guarantee  agercies  claim  that  aa  guarantors 
thay  ara  not  sub j act  to  tha  schv*l~related  dafanaaa  of  tha 
students.  Y.t  it  ia  difficult  to  obtain  raliaf  fro*  a  defunct 
school  much  aa  CSW  that  seported  in  a  bankruptcy  patition  filed  on 
January  9,  1990 ,  that  it  had  about  $100,000  in  aaaata  and  about 
$300,000  in  liabilities. 

In  short,  tha  studanta  ara  f oread  to  baar  th«  cost*  axespt  for 
thoaa  who  ara  "fortunate"  anough  to  ba  judgment -proof  ,  and  than  tha 
taxpayer  absorbs  tha  loss.  Thus,  a  program  established  with  good 
intantiona  in  practica  providas  opportvjiity  to  banks  and 
unscrupulous  schools  but  not  to  studanta  ami  taxpayers.  Given  tha 
potential  for  abuse  of  tha  GSL  program  by  proprietary  schools  such 
as  CSW,  I  am  forced  to  conclude  that  no  GSL  involvement  with 
proprietary  schools  would  ba  preferable  to  the  statue  quo. 

Having  met  and  talked  to  many  studanta  who  could  have 
benefitted  from  legitimate  proprietary  schooling,  1  believe  that 
the  GSL  program  can  ba  improved  so  that  everyone  benefits 
particularly  the  students  and  taxpayera.  Legitimate  proprietary 
institutions  now  operate  at  a  competitive  diaadvantage  when  they 
abide  by  the  rules  and  ara  left  to  struggle  with  the  negative 
legacy  of  the  less  scrupulous  schools  that  invariably  close  dovn. 
Furthermore,  uncollectible  debts  are  passed  on  to  the  taxpayer. 

The  current  system  suffers  from  a  lack  of  accountability 
because  no  single  entity  acts  as  both  raguiator  and  guarantor,  it 
is  the  division  of  these  duties  (along  with  the  reliance  on  trade 
associations  to  accredit  themselves)  that  has  given  rise  to  abuse 
of  the  GSL  program  by  proprietary  schools.  It  makes  sense  that  the 
guarantors  in  the  GSL  program  should  be  responsible  for  maintaining 
standards  of  the  schooling  that  they  are  financing.  if  the 
guarantee  agencies  were  raquired  to  guarantee  e  program  at  the 
same  time  as  they  guarantee  loans  they  would  have  to  better 
regulate  the  quality  of  the  schooling.  This  accountability  would 
promote  the  operation  of  legitimate  proprietary  schools  and  better 
achieve  the  noble  goals  of  the  GSL  program. 


Sincerely, 


Paul  Fiscal la 


t, 
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GOVERNMENT  OF  THE  DISTRICT  OF  COLUMBlW^  *  ^        -  — •  - 

EDUCATION  LICENSURE  COMMiSS'ON 


UNHID  STATES  SENATE 
COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 
PERMANENT  SUBCOMMITTEE  ON  iNVtST IGAT IONS 

Hearing  on  September  12  and  13,  1990 
By 

John  6.  Stone  1 1 I 
Executive  Director 
P.C.  Education  licensure  Commission 


nr.  Chairman,  and  other  members  of  the  Subcommittee,  1  am  pleased  to  accept 
Chairman  Nunn's  invitation  to  provide  this  statement  for  the  record.  As  Chairman 
Nunn  suggested.  I  will  address  {\}  our  experiences  with  the  operation  of  the 
federal  student  aid  program  in  general  and  the  licensing,  accreditation,  and 
federal  eligibility/certification  functions  in  particular;  and  {2)  the 
Commission's  involvement  with  the  Culinary  School  of  Washington  and  its  branch 
campuses  in  the  District  of  Columbia. 

p.C.  Education  Licensure  C«iiii5L 

The  following  description  of  the  organization  and  functions  o*  the 
Commission  wilt  provide  the  necessary  context  for  m>  remarks  on  the  issues. 

The  D.C,  Education  I icensure  Commission  ccnsists  of  five  citizen  members, 
each  appointed  by  the  Mayor  for  no  mare  than  two  three-year  terms.  Annually, 
the  members  elect  the  officers  of  the  Commission.  This  year,  the  Chair  ts 
Dr.  Steven  J.  Diner,  the  Vice  Chair  is  Dr.  Douglas  G.  Glasgow,  the  Secretary  is 
Dr.  Marie  M  B  Racine,  and  members  are  Dr.  Shirley  O'Oonnell  Brown  and 
Dr.  Lorraine  A.  Williams. 

The  Commission  was  establ  i shed  by  D.C  .  law  1  104,  effective  April  6t  1977. 
The  law  assigned  «o  the  Commission  functions  previously  carried  out  by  its 
predecessors.  These  functions  are  to  U)  license  private  degree  -  grant ing 
educational  institutions  operating  in  and/or  incorporated  in  the  District  of 
Columbia,  and  their  agents;  (?)  serve  as  the  State  Approving  Agency  for 
educational  programs  for  veterans  to  attend  with  their  benefits,  under  an  annual 
contract  with  the  Lf.S  Department  of  Veterans  Affairs;  and  (3)  maintain  the 
student  records  of  institutions  which  close  and  have  no  other  depository,  and 
issue  certified  copies  ot  those  records  to  institutions  and  forir*er  students,  upon 
request . 
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Another  basic  function  was  transferred  to  the  Commission  from  the  O.C. 
*P?«iSent^0/  Copsumer  and  Regulatory  Affairs  (DCRA)  by  Reorganization  Plan  No.  3 
ot  1988,  which  is  to  (4)  license  private,  non-degree  postsecondary  schools  and 
their  agents.  This  class  of  schools  included  all  but  one  of  the  oostsecondary 
proprie.ary  schools  in  the  District;  the  only  degree-granting  proprietary  school 
is  St rayer  College.  In  requesting  approval  of  the  reorganization  plan  by  the 
District  of  Columbia  Council,  Mayor  Barry  noted  the  importance  of  the  non-degree 
schools  in  our  system  of  education,  the  need  for  improved  regulation  of  those 
operating  in  the  District,  and  the  expertise  of  the  Commission  in  licensing  and 
regulating  postsecondary  educational  institutions.  This  transfer  of  function 
was  deferred  until  Jaruary  I,  l98g,  to  allow  DCRA  to  complete  the  license  renewal 
ending'octoter"]     *       S^"1*"1  11censes  for  one  >ear  starting  November  I  and 

An  additional  function  was  assigned  to  the  Commission  by  an  amendment  to 
j,*?"  \'m'  "A<ch  w!s  effect1ve  Harch  16,  ig89.  This  was  (5)  to  grant 
conditional  exemptions  from  licensure  to  private  Congress lonally-chartered 
institutions,  Semester- 1n -Was .ington  programs  and  programs  by  employers  at  no 
cost  to  the  employee;  provided  that  certain  conditions  are  met,  including 
accreditation  and  annual  reports  to  the  Commission. 


Thus,  the  Commission  is  responsible  for  licensing,  approving  for  veterans 

?r°Ierif  ln9i  'J*  °Per?u?n  °f  «n  Private  postsecondary  educational  institutions 
in  the  District  of  Columt 

™  i,  Curr*ntl*«  }here  *re  24  licensed  degree-granting  institutions.  There  are 
39  licensed  non -degree  postsecondary  schools  and  66  licensed  agents  of  such 
lr*  o  i"  Vlfl-in  43  <nst,1tut1ons  -«h  programs  approved  for  veterans.  There 
a^e  9  Institutions  subject  to  conditional  exemption,  including  8  Federally 
-bartered  institutions.  The  Commission  has  63,g29  student  records  from  10  closed 
schools,  from  which  300  to  600  transcripts  are  issued  annually. 

The  Commission  is  supported  by  a  small  staff  which  1s  headed  by  the 
Executive  Director,  who  1s  appointed  by  and  serves  at  the  pleasure  of  the  Mayor; 
tit  f  f?S  Pr0fe!s1?na1  3nd  technical  support  to  the  Cownission  and 

iSfcSfJSTf?*  i  Jhe  Commission's  affairs.  In  FY  1990  the  emission  is 
authorized  11  staff  positions,  including  two  positions  funded  by  the  annual 
contract  with  the  U.S.  Department  of  Veterans  Affairs. 

Licensing  Non-Oenree  Schools 

As  mentioned  above,  the  Commission  has  been  responsible  for  licensing  non- 
degree  schools  since  January  »,  1989.  Until  October  1,  1989,  no  resources  vere 
provided  to  the  Commission  for  this  function,  but  existing  resources  were  used 
to  make  a  substantial  start      new  application  materials  were  developed,  rew 

cS:a;n?rintsfttrgdateT,iCat,0nS        -  1<Cen"»  ™<"*d  ^  * 

Given  the  absence  of  resources,  the  Commission  gave  the  highest  priority 
to  applications  for  initial  licensure  and  investigation  of  complaints  about 
licensed  schools  During  calendar  year  1989,  complaints  about  several  schools 
were  received  and  sent  to  the  schools  for  response,  and  the  responses  were  sent 
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to  the  complainants  for  comment;  site  visits  to  the  schools  were  made  by  the 
Staff  (with  outside  expert  advice,  when  needed),  deficiencies  to  be  corrected 
were  identified  and  other  steps  were  taken  to  resolve  the  issues  surfaced  by  the 
complaints. 

At  the  end  of  the  license  year  (October  31,  1989),  three  schools  still  had 
unresolved  complaints  outstanding,  so  the  Commission  declined  to  renew  the 
licenses  for  1990;  instead,  it  extended  the  1989  licenses  for  30  to  60  days  to 
permit  resolution  of  the  complaints.  By  the  er.d  of  December,  the  complaints 
against  two  of  the  schools  had  been  resolved  and  the  license  renewals  approved. 
Only  the  complaints  against  the  Culinary  School  of  Washington  remained  unresolved 
(which  school  is  discussed  below). 

The  Commission's  policy  during  this  transition  year  was  to  administer  the 

current  regulations,  reform  the  licensing  and  regulatory  system,  encourage  and 

assist  reputable  schools  and  prepare  for  action  against  schools  that  did  not 
comply  with  the  requirements  of  law  and  regulation. 

One  essential  difference  between  degree-granting  and  non -degree 
institutions  became  apparent  very  early  —  the  central ity  of  Federal  student  aid 
and  its  processes  to  the  larger  non-degree  schools.  Both  degree-granting  and 
non-degree  schools  are  heavily  dependent  on  Federal  student  aid,  but  the  non- 
degree  proprietary  schools  seem  to  be  vulnerable  to  having  their  entire  operation 
governed  by  the  dynamics  of  recruiting  students  with  such  aid,  providing 
instruction  that  meets  the  course  length  requirements,  and  administering  the 
institution  to  profit  from  the  manner  in  which  the  Federal  aid  programs  are 
designed  to  function.  In  our  relatively  short  experience,  the  schools  with  the 
worst  deficiencies  and  most  complaints  have  been  the  large,  accredited  schools 
with  substantial  amounts  of  Federal  student  aid. 

The  Commission  and  the  staff  became  serious  students  of  the  situation 
unfolding  nationally  regarding  student  aid  programs,  the  abuses  and  the  movement 
toward  corrective  action.  And  we  became  sensitive  to  the  effects  of  such 
conditions  within  the  District  of  Columbia,  With  the  help  of  our  new,  diligent 
non-degree  licensing  staff,  new  regulations  were  approved  by  the  Commission  which 
include  requirements  regarding  admission  of  students,  instruction  and 
instructors,  bonding  and  information  about  completion  rates  and  the  placement 
of  graduates.    Further  improvements  are  already  under  study. 

During  the  current  fiscal  year  (1990),  the  Commission  has  established  a 
non-degree  licensing  division  with  3  new  positions  filled,  has  gone  through  a 
complete  license  renewal  cycle,  has  seen  the  consolidation  or  closure  of  some 
schools,  has  identified  and  initiated  reaching  out  to  unlicensed  schools  (as  the 
first  step  in  getting  them  licensed  or  taking  legal  action  against  them),  has 
continued  to  refine  the  licensure  and  enforcement  process,  has  published  the  new 
regulations,  and  has  devoted  substantial  effort  to  the  Culinary  School  of 
Washington  (as  described  below). 

We  believe  that  these  efforts  have  eliminated  the  most  blatant  abuses,  and 
are  seeking  to  identify  more  hidden  abuses  and  help  schools  to  correct  weaknesses 
in  their  operations.  We  are  pleased  with  the  progress  made  in  licensing  non- 
degree  schools  in  the  first  18  months  of  this  responsibility.    However,  we  are 
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still  relatively  new  to  this  sector  of  postsecondary  education,  and  both  time 
and  sustained  cowaitment  to  improving  the  licensing  and  regulatory  system  will 
be  required  to  achieve  the  goals  of  the  law  and  reorganization  plan. 

We  have  established  information  exchange  arrangements  with  the  U.S. 
Department  of  Education,  the  accrediting  commissions,  other  states  and  other 
District  agencies  involved  in  regulation  of  these  schools.  Federal  reform  of 
the  student  aid  programs  has  already  helped  us  to  improve  our  local  situation, 
and  we  look  forward  to  further  reforms  that  will  both  ainiaire  abuses  and  expand 
the  opportunities  for  assisting  students.  But  the  Cowaission  sees  its 
responsibility  un^r  local  law  as  continuing  its  work  in  this  sector,  whether 
or  not  Federal  reforms  and  changes  in  accrediting  practices  are  successful.  We 
do  not  rely  on  Federal  regulations  or  accreditation  to  carry  out  our  duty  to 
assure  that  honest  and  competent  postsecondary  education  is  provided  to  the 
citizens  of  the  District  of  Columbia. 

Culinary  School  of  Washington 

Senator  Nunn  asked  me  to  address  our  involvement  with  the  Culinary  School 
of  Washington.  This  school  was  first  licensed  in  1979  by  the  Department  of 
Consumer  and  Regulatory  Affairs.  At  one  time,  it  was  accredited  by  NATTS,  but 
the  accreditation  at  the  time  the  Commission  received  the  non-degree  licensing 
authority  was  by  ACCET.  This  school  was  the  single  most  sustained  concern  and 
recipient  of  Commission  attention  during  the  first  year  of  our  responsibility 
for  licensing  proprietary  trade  and  technical  schools.  However,  the  Commission's 
experience  with  the  school  did  not  start  with  the  non^degree  authority.  In  1983 
the  school  was  granted  a  provisional  license  by  the  Commission  to  give  liberal 
arts  courses  leading  to  an  Associate  Degree. 

The  Commission  authorized  the  school  to  operate  a  degree  credit  program 
for  one  year,  without  degree-qranting  authority,  on  June  23,  1983,  subject  to 
a  site  evaluation.  The  authority  was  extended  twice  in  the  summer  of  1984, 
because  the  school  was  moving.  In  December,  1934,  a  team  of  two  independent 
experts  conducted  a  site  evaluation  of  the  school  and  its  branch  teaching 
facilities.  The  team  also  investigated  complaints  received  by  the  Commission. 
In  February  1985,  the  team  reported  its  findings  to  the  Commission,  and  made  the 
following  recommendation: 

"The  school's  application  for  a  license  to  upgrade  Us 
offering  to  an  institution  granting  the  associate  degree  is 
not  recommended  at  this  time  for  the  following  reasons: 

*  No  current  and  published  catalog. 

*  Inadequate  facilities  for  academic  instruction. 

*  Ho  Mbrsiry  facility  which  meets  basic  library  standards 
for  an  institution  of  higher  learning. 

*  Weak  academic  curriculum  development. 

*  Inconsistencies  in  identification  and  responsibilities 
of  staff  and  board  members. 

*  Complete  absence  of  full-time  faculty  members. 

*  Rapid  turnover  of  faculty  and  administrative  staff. 
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Lack  of  a  Board  of  Directors  to  control,  audit,  and 
legitimize. 

Lack  of  an  effective  administrative  system." 


The  school's  authority  to  offer  degree  credit  courses  expired  on 
December  31,  1984.  After  receiving  a  copy  of  the  site  evaluation  report  and  the 
Commission  Executive  Director's  advice  that  the  Cofcntission  would  not  authorize 
the  school  to  grant  degrees  or  to  operate,  the  school  withdrew  its  application. 
At  this  time,  the  Commission  had  no  authority  to  license  non-degree  schools. 

Between  1885  and  1989,  the  school  operated  as  a  non-degree  proprietary 
school  under  license  by  DCRA.  The  Commission  occasionally  received  complaints 
about  the  school,  which  it  referred  to  DCRA.  On  March  13,  1987,  the  Chair  of 
the  Commission  wrote  to  the  Director  of  DCRA  to  express  the  Commission's 
"serious  and  continuing  concern  about  the  situation*  at  the  school,  referring 
to  the  Commission's  communication  with  the  Department  of  Education  about  the 
school,  and  urging  him  "to  take  appropriate  enforcement  action." 


Prior  to  transfer  of  the  non-degree  licensing  function  to  the  Commission 
on  January  1,  1989,  the  Culinary  School's  license  had  been  renewed  by  the 
Department  of  Consumer  and  Regulatory  Affairs  for  the  license  year  November  1, 
1988,  through  October  31,  1989.  In  March  1989,  after  the  transfer  of  function, 
the  Commission  began  receiving  complaints  from  students,  former  students  and 
former  employees,  individually  and  in  groups.  As  of  January  25,  1990.  over  50 
written  complaints  had  been  received,  not  including  oral  complaints  to  staff, 
or  to  Commissioners  at  Commission  meetings.  The  Commission  began  to  investigate 
the  complaints,  and  at  one  stage  or  another  of  the  investigation  informed  the 
Department  of  Education,  the  state  of  Virginia,  HEAF,  ACCET  and  the  other 
agencies  of  the  District  of  Columbia  about  the  investigation. 

The  nature  of  the  complaints,  which  covered  virtually  every  area  of  the 
school's  operation,  and  the  actions  by  the  Commission  and  its  staff  are  set 
forth  in  my  report  to  the  Commission  on  January  25,  1990,  copy  of  which  is 
attached  (minus  the  exhibits,  which  can  be  furnished).  Since  that  report  is 
both  concise  and  complete,  I  will  not  repeat  its  contents  in  this  statement. 

As  can  be  seen  from  the  report,  the  commission's  site  evaluation  and  final 
investigation  of  complaints  and  responses  was  cancelled  due  to  a  last-minute 
move  of  the  school.  The  Commission's  observation  of  the  ACCET  S;te  evaluation 
was  not  done,  because  the  ACCET  visit  was  cancelled  on  the  day  It  was  scheduled 
to  begin,  as  h  result  of  the  school's  filing  for  bankruptcy. 

The  January  25  report  found  the  Culinary  School  to  be  in  violation  of  two 
requirements  of  the  licensure  regulations,  namely,  furnishing  false  or 
misleading  information  (1)  to  the  Commission  and  (2)  to  prospective  students. 
The  charges,  specif i  cations  and  findings  are  set  forthr  together  with  my 
recommendation  that  the  Commission  disapprove  the  schools  application  for 
renewal  of  its  license  for  the  year  ending  November  1,  1990. 


Transfer  to  the  Commission 
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_  .**  the  Collision  iwetjng  °n  January  25,  1990,  I  submitted  my  report,  and 
reported  that  the  Office  of  the  Corporation  Counsel  had  advised  me  that  the 
Commission  right  continue  to  exercise  Its  police  power  authority  over  the 
school,  despite  the  school's  filing  for  Chapter  11  Bankruptcy  on  January  11 
d?s!JDr°nv»rf,yth7P0 rV  i1?8  CoB*1"ton  »*Pt««  Resolution  Ho.  N-90-52,  which 
2  »fP5^ v  the  sch0?!  s  "PPHeation  for  license  renewal.     The  previously 

"  £  i1™.!0!^  W*  wn  •iin1ary  31  •  after  wn1ch  th«  sch°o1 

»  Z  te  ?n1y  t0  te*ch  out  the  coawitments  to  enrolled  students  and 
conduct  an  orderly  closure. 

1  so  notified  the  school  on  the  next  day,  and  Informed  them  of  their  right 
to  request  a  hearing  before  the  Coamission  within  seven  days      The  school 

*hSeqU!lly  ,2SMMtSd   a   hear,n9'   and  the  Co«.1ss1on   set  the  date  a 
February  28,  1990.  and  proceeded  to  prepare  for  it.    The  staff,  which  would  be 

ESSS  8*  "S!  iSf?re  the  C£»1ss<on.  Proceeded  to  line  up  witness"  and 

Cn«.<<«4«n      L.l  '   t0»  PreP*re  V  PrCSent  tHe  C8Se  «a1nSt  tne  Sch°Ol.  The 

commission,  with  separate  counsel  and  independent  of  the  staff  beoan 
preparations  for  holding  the  hearing,  within  two  days  of  the  hearing  the 
school  proposed  a  consent  decree  and  the  hearing  was  cancelled. 

n<c»  «I?f*n?,r1^  !!!•  sch001  nad  Petitioned  the  Federal  Bankruptcy  Court  for  the 
£SK5n°  Cnl"f U  t0  5  restraining  order  (TRO)  against  the 

Commission  On  January  31,  Judge  Teel  held  a  hearing,  and  concluded  (1)  that 
the  bankruptcy  filing  did  not  bar  the  Comisslon  fros  acting,  but  (2)  s  nee  the 
school  would  be  irreparably  harmed  if  a  TRO  was  not  Issued,  and  the  District 
^CfoV^  J  hame1  "  »  *ere  '«»•<».  he  issued  the  TRO  stopping  the 

^r^l««Lrf°rcemtntJ  °/  ftS  order  for  ten  Subsequently,  the  school 

and  Commission  consented  to  an  extension  of  the  TRO  to  Harch  12  in  order  to 
permit  the  Commission  to  hold  its  hearing  on  February  28 

February  26,  two  days  before  the  Conwisslon's  scheduled  hearing,  the 
eE??2nt*tt0wr<1ty  i^"^  *   ProfK>sed  consent   decree>    for  purpose  of 
£i«£rf  th«  Z!SL£V?A0f  CTS6I  111  1n  ""'Nation  -1th  CoJssloners,  I 
?d  ,„  „~ 8  Pr°P°sal  and  countered  with  a  proposed  agreement.    On  February  27 

chooV?  ^tnrn^  eX!CUted  b£  Dr"  Stre"  D1ner«  CcLission  Chair,  and  the 
school  s  attorney.     As  can  be  seen  fro*  the  attached  copy,   the  aoreesent 

CP2^o„f°r4th.e  °/  the  "J?01  '2  the  *anner  PrevlouTy'r^uiredin 

alTl!uMMf:?':  f"B,ed1*te  cessation  of  enrolling  new  students,  teach-out  of 
all  existing  students,  closure  by  June  30  and  surrender  of  student  records  to 
tlwCMMfssfon.  The  Commission  agreed  to  cancel  the  hearing  and  extend  the 
school  s  license  to  June  30,  1990,  solely  for  purposes  of  orderly  closure 

<♦  h»  Ihe  te,5h-°ut  «*  completed  at  Chef's  Restaurant  of  Georgetown,  and  the 
J  ™01;5  /!?ve  transferred  to  the  Cession.  In  June  the  schoof 
llzttl >  ,  a  fV^r  extens,°"  5f  the  ^cense,  but  the  Commission  denied  the 
n!^t/nduthfiw11fensewexp1red  on  30.  Although  the  school  spent  the 
the 'iSSlSSe? 'T^g  and-  V  the  student  morSs 

UT!  Jt,f.f  had  t0  spend  18  d**s  of  full-time  work  by  2  to  5  people 
each  day,  in  order  to  consolidate  duplicate  folders,  remove  duplicate  MteHal 
and  alphabetize  the  folders  Approximately  17,000  fXe's TSSSflTSS 
uselels  C  '         The  1ndCX  ,1st  furn,shed  by  the  iSoof  was 
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To  the  best  of  our  knowledge,  the  Culinary  School  of  Washington  no  longer 
operates  in  the  District  of  Columbia.  However,  the  owners  appear  to  be  actively 
pursuing  other  educational  business  opportunities.  Attached  1s  a  copy  of  a 
letter  that  we  understand  they  started  sending  to  schools  and  colleges  in  June, 
offering  to  provide  them  a  money  making  opportunity  by  engaging  the  Culinary 
School's  owners  to  conduct  a  culinary  arts  program  at  their  school. 

Conclusions 

It  is  difficult  to  specify  succinctly  the  results  of  the  massive  learning 
process  that  we  have  gone  through  since  January  1989.  However,  some  lessons 
come  to  mind.  What  follows  1s  my  personal  opinion,  as  a  result  of  the  advice 
of  our  non-degree  licensing  staff.  !  have  had  no  opportunity  to  obtain  the 
Commission's  concurrence. 

1.  The  states  are  the  first  and  proper  place  for  educational 
institutions  to  be  approved  and  institutional  regulation  and 
monitoring  to  occur,  Neither  the  Federal  Government,  nor  private 
organizations  such  as  accrediting  commissions  can  do  this  as  well 
as  the  states  which  have  adequate  capability--  although  a 
partnership  may  work  best  for  Federal  student  aid  programs.  This 
principal  is  reflected  in  the  State  Approving  Agency  process 
specified  by  the  Congress  for  veterans  educational  benefits. 
Reimbursement  of  states  would,  of  course,  be  required  if  this  system 
were  adopted  for  Federal  student  aid  programs. 

2.  The  manner  in  which  the  Federal  student  aid  programs  have  been 
regulated  or  enforced  (it's  hard  to  say  which)  has  invited  abuse  by 
unscrupulous  school  owners.  Fortunately,  many  (perhaps  most)  of  the 
school  owners  are  honest  and  competent.  Recent  reforms,  such  as 
those  enacted  by  the  Congress  last  December  and  the  newest 
requirements  of  the  Department  of  Education  and  the  accrediting 
commissions,  point  the  way  to  needed  changes. 

3.  The  changes  must  strengthen  the  Federal  student  aid  programs,  not 
result  in  closing  doors  of  educational  opportunity  to  those  who  need 
it  most,  and  whom  our  country  most  needs  to  educate  and  employ. 
Private  trade  and  technical  education  is  an  essential  part  of  our 
system,  and  the  only  avenue  to  success  open  to  many  citizens. 

4.  Specific  improvements  that  we  have  adopted  or  are  considering,  and 
which  might  be  applicable  to  Federal  student  aid  programs  include: 


a.  Recruitment.  Either  eliminate  or  severely  restrict  the  use 
of  recruiters  who  are  not  employees  of  the  scboo),  under  their 
direct  supervision  and  control;  especially  those  who  operate 
on  commission  payment. 

b.  Advertisements.  Monitor  carefully  the  advertisements  used  by 
the  schools,  and  require  changes  when  they  are  misleading. 
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c.  Admission,  Retain  an  alternative  to  the  high  school  diploma, 
at  least  for  many  aanual  trades;  and  improve  the  reliability 
of  ability-to-benefit  tests,  by  independent  third  party 
development  of  tests,  or  administration  of  tests,  or  scoring 
of  tests,  or  all  thre«. 

d.  Financial  Aid  Function.  Require  absolute  separation  of  the 
admission  and  financial  aid  functions  and  personnel  within 
schools,  perhaps  by  prohibiting  specific  discussions  of 
financial  aid  until  the  student  has  been  admitted  or  found  to 
be  admissable. 

e.  Site  Visits,  Provide  for  periodic  on-site  evaluation  visits 
by  the  public  agency  responsible  for  institutional  approval, 
using  independent  subject-matter  experts  when  necessary, 

f.  Complaints.  Establish  and  advertise  a  complaint  system  that 
can  call  attention  to  abuses,  and  follow-up  every  complaint 
to  the  point  of  resolution  or  determination  that  the  complaint 
is  unfounded  or  unreasonable. 

g.  Credentials.  Require  the  diploma  or  certificate  to  stat* 
exactly  what  it  represents,  in  terms  of  instructional  program 

h.  Completion  and  Placement,  Establish  a  uniform  method  for 
calculating  completion  rates,  and  placement  rates  for 
occupational  training  programs;  require  periodic  reports,  and 
(over  time)  identify  area  and  industry  ncrms. 

i.  Enforcement,  Vigorously  enforce  law  and  regulations.  There 
is  no  substitute  for  making  it  utterly  predictable  that 
deficiencies  and  abuses  will  be  uncovered  and  either  corrected 
or  become  the  cause  of  adverse  action  against  the  school  (and 
individuals  responsible,  where  appropriate}.  Go  as  far  as 
necessary  to  prosecute  those  who  refuse  to  comply.  In  short, 
make  compliance  cost-effective  and  abuses  too  costly  to 
practice. 

There  are,  of  course,  many  other  program-specific  improvements  that  can 
be  considered  for  Federal  student  aid  programs,  many  of  them  already  under 
discussion  among  those  affected. 

There  is  one  consistent  pattern  that  we  have  noticed  in  every  school  that 
has  gone  ur)6er  leaving  students  with  uncompleted  education  and  substantial  loans 
to  repay:  disbursement  procedures  for  both  grants  and  loans  have  made  the 
Federal  aid  money  too  accessible  to  the  school.  This  cash  flow  too  often 
becomes  the  foundation  of  the  Survival  of  the  school  and  the  sole  objective  of 
the  management.  This  is  compounded  when  discovery  of  irregularities  in  the 
disbursement  and  use  of  the  student  funds  has  not  led  to  compliance  by  schools 
Funds  to  be  repaid  to  the  government  or  refunded  to  the  student  never  Quite  get 
paid  in  full.    The  recruitment  of  students  becomes  the  important  function,  not 
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all  result  in  indiscriminate  admission,  large  cash  infusions  and  high  drop 
out  rates.    A  profit  is  made  whether  students  drop  out  or  not. 

The  30-day  delay  in  disbursement  after  enrollment,  for  schools  with 
default  rates  over  30%,  seems  to  be  improving  this  situation.  Some  additional 
steps  for  other  schools,  or  for  all  schools,  should  be  developed  to  address  this 
problem.  Identifying  such  steps  is  not  hard;  the  difficult  task  is  to  correct 
abusive  practices  by  schools  without  having  the  students  wind  up  as  the  ones  who 
are  punished. 

If  Federal  assistance  to  states  to  strengthen  their  regulation  of  PHvate 
postsecondary  schools  is  considered,  one  important  element  could  be  the 
establishment  of  a  national  computer  data  base  on  schools  and  owners.  This 
clearinghouse  would  provide  state  licensing  agencies  with  Information  about 
other  locations  in  which  the  school  or  its  owners  has  been  licensed;  has  had  a 
license  denied,  suspended  or  revoked;  or  has  been  convicted  of  unlawful 
practices  in  the  operation  of  an  educational  institution.  At  present, 
disclosure  by  the  applicant  and  informal  communications  among  state  licensing 
officials  are  the  only  sources  of  such  information;  they  are  often  inadequate 
to  prevent  proven  abusers  from  taking  advantage  of  a  new  group  of  unsuspecting 
students.  Federal  assistance  to  assure  that  the  simple  lack  of  information  does 
not  permit  this  to  continue  would  be  of  substantial  benefit  to  state  licensing 
ao»ncies.  Then,  if  the  agency  provides  a  fresh  start  to  such  schools  and 
owners,  It  could  at  least  do  so  knowingly. 

Thank  you  for  the  opportunity  to  submit  this  statement,  i  trust  that  1t 
will  be  of  some  interest  to  the  members  of  the  Subcommittee  as  they  proceed  with 
their  important  work  in  higher  education  programs. 
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Culinary  School  of  Washington 
Staff  Report 
Proposed  Rejection  of  Application 
for  License  Renewal 
January  25,  1990 


x-  Recommendation 

Based  on  the  charges  and  specifications  set  forth  below,  which 
constitute  violations  of  the  regulations  governing  licensure 
of  proprietary  schools  in  the  District  of  Columbia,  as 
described  below,  the  staff  of  the  Education  Licensure 
commission  ("the  Commission")  recommends  that  the  Commission 
reject  the  application  of  the  Culinary  School  of  Washington, 
Ltd,  ("the  school")  for  renewal  of  its  license  for  the  license 
year  November  1,  1989  through  October  jxf  1990?  as  provided 
in  sections  1209  and  1210  of  the  regulations  codified  at  Title 
16,  Chaptir  12  of  the  D.C.  code  of  Municipal  Regulations 
(Exhibit  l) .  * 

11  *    chftrqeg  and  specif  ivfltjLQns 

A.      Charge  No,  Furnishing  false  or  misleading  information 

to  the  Commission,  or  failure  to  furnish  information 
requested.    Regulations,  section  1209(b). 

SBgcificatipnftl  The  school  failed  to  inform  the 
commission  of  its  plans  to  move  its  principal  business 
office  from  1634  Eye  Street,  N.W.,  to  Third  and  G 
streets,  N.E.,  or  to  obtain  the  Commission's  approval  of 
the  new  facility;  failed  to  amend  its  application  for 
license  renewal  to  be  complete  and  accurate,  including 
providing  the  Commission  with  evidence  of  the  required 
certificate  of  Occupancy  for  the  new  location;  and  both 
provided  misinformation  to  the  Commission,  and  failed  to 
provide  information  to  the  Commission  in  a  timely  way 
about  the  planned  move  and  the  consequence  of  making  it 
impossible  to  conduct  the  site  evaluation  arranged  with 
the  school  for  January  4  through  6,  1990. 

1.      The  school  was  licensed  by  the  D.C.  Department  of  consumer  and 
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Kegulatory  Affairs   for  the   license  year   November  1, 
through  October  31,  1989  (Exhibit  2). 

The  authority  to  license  proprietary  schools  was  transferred 
to  the  Commission  from  DCKA  by  Reorganization  Plan  No.  3  of 
1988,  which  became  effective  on  November  10,  1988,  pursuant 
to  Mayor's  Order  88-243  (Exhibit  3)* 

On  March  22,  1989,  the  Commission  began  receiving  complaints 
about  the  school  from  students  and  former  employees.  in 
accordance  with  Commission  policy,  the  complaints  were 
forwarded  to  the  school  for  response,  then  the  response  was 
forwarded  to  the  complainant  for  comment.  As  of  this  date, 
over  50  complaints  have  been  received?  responses  to  many  of 
the  complaints  have  been  received  from  the  school,  and 
comments  on  some  of  these  responses  have  been  received  from 
the  complainants  (Exhibit  4).  Starting  in  October  1989, 
complainants  began  attending  meetings  of  the  Commission 
(every  two  weeXsJ  *nd  presenting  complaints  verbally  to  the 
Commission.  A  number  of  other  complainants  called  by 
telephone  or  visited  the  Commission's  office,  and  were  asked 
to  submit  their  complaints  in  writing,  but  did  not  do  so. 

The  complaints  cover  virtually  every  area  of  the  school's 
operation,  and  constitute  allegations  of  the  school's 
violations  of  the  requirements  of  the  regulations  and  the 
terms  and  conditions  of  its  license.  In  every  case,  the 
response  of  the  school  was  that  it  had  resolved  the  complaint, 
or  the  complaint  was  inaccurate  or  the  situation  was  not  its 
**ult.  Comments  by  complainants  dispute  the  school's 
responses. 

At  several  meetings,  the  Chairperson  of  the  Commission 
informed  complainants  that  the  Commission  can  only  approve  a 
license  (with  or  without  conditions)  or  deny  a  license,  so 
those  with  individual  claims  have  been  referred  to  the  D.c. 
Department  of  Consumer  and  Regulatory  Affairs,  or  to  the  U,S. 
Department  of  Education  if  a  matter  of  Federal  loans  or  grants 
was  involved,  or  to  the  u.  C.  Commission  on  Human  Rights  it 
a  matter  of  unlawful  discrimination  was  alleged. 

On  September  1,  1989,  the  school  submitted  to  the  Commission 
an  application  for  renewal  of  the  license  for  the  yea- 
November  1,   1989,  through  October  31,  1990  (Exhibit  5). 

At  its  meeting  on  October  19,  1989,  the  Commission  considered 
the  applications  for  license  renewal  of  schools  where 
complaints  had  been  received  but  resolution  of  the  complaints 
had  not  been  completed,  among  them  was  the  Culinary  School  of 
Washington.  In  view  o*  the  imminent  expiration  of  the 
licenses  for  those  schools,  the  Commission  authorized  a  thirty 
day  extension  of  the  licei.jes,  to  permit  time  for  it  to  act 
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on  the  complaints  (  see  minutes  of  October  19,  1989,  meeting). 

6.  At  its  meeting  on  November  9,  1989,  the  Executive  Director 
reported  to  the  Commission  that  the  staff  had  reviewed  the 
complaints,  responses  end  counter -response*  against  the 
school?  had  visited  the  school  on  severe!  occasions  and 
interviewed  faculty  and  staff,  and  had  reviewed  a  number  of 
records  of  the  school;  however,  due  to  the  volume  and  nature 
of  the  complaints  and  allegations  of  violations  of  the 
requirements  of  the  regulations,  the  staff  was  unable  to  make 
a  reliable  evaluation.  The  Executive  Director  recommended 
that  the  Commission  authorise  him  to  engage  a  site  evaluation 
team  of  independent  experts  to  review  the  allegations  of  non- 
compliance and  recommend  action  by  the  Commission.  The 
Commission  agreed  (see  minutes  of  November  9,  1989,  meeting). 

7.  At  its  meeting  on  November  30,  1989,  the  Commission  extended 
the  license  of  the  school  once  more,  until  January  31,  1990, 
in  order  to  provide  time  for  the  team  to  make  the  site 
evaluation  visit  and  report  its  findings  and  recommendations 
to  the  commission  (see  minutes  of  November  30,  1989,  meeting)  . 

8.  In  response  to  the  Executive  Director's  written  request  to  the 
school  for  dates  in  December  for  the  site  evaluation  visit. 
Dr.  Barkev  xibarian  replied  by  letter  dated  November  17,  1989, 
suggesting  a  date  in  the  first  week  in  January  (Exhibit  6). 
The  Commission  accepted  the  suggestion  and  set  Janu**-y  4,  5, 
and  6  as  the  dates  for  the  visit.  The  Executive  Director  put 
together  a  five  member  team,  and  earte  necessary  arrangements 
to  conduct  the  visit.  By  letter  dated  December  27,  1989,  the 
school  set  forth  its  objections  to  the  team  members?  whose 
curricula  vitae  had  been  sent  to  the  school  (Exhibit  7) .  By 
letter  to  the  school,  dated  December  28,  1989,  The  Executive 
Director  specified  arrangements  on  the  days  of  the  site 
evaluation  visit  (Exhibit  8) . 

9.  During  mid-morning  of  Friday,  December  29,  1989,  or,  Barkev 
Kibarian  (owner  of  the  school)  called  the  Executive  Director 
to  suggest  that  the  site  evaluation  visit  be  rescheduled,  as 
they  were  moving  the  business  offices  of  the  school  from  1634 
Bye  street,  n.w.,  to  3rd  and  C  Streets,  N.E.,  during  the 
following  week;  i,a.,  the  period  scheduled  for  the  site 
evaluation  visit*  This  was  later  confirmed  by  letter  dated 
December  29,  1989  {Exhibit  9).  The  telephone  call  was  the 
first  mention  of  any  plans  by  the  school  to  move  its  offices, 
although  discussions  of  the  site  visit  with  the  school  in 
writing,  in  meetings  and  in  telephone  conversations,  had  been 
going  on  since  mid-November* 

10.  Inasmuch  as  evaluation  of  a  school  is  physically  impossible 
when  it  is  packing  its  records  and  moving,  the  Executive 
Director  was  forced  to  cancel  the  site  evaluation  visit,  which 
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had  been  arranged  and  cancelled  at  some  inconvenience  and 
expense  to  the  Commission  and  the  five  ^valuators. 

11.  By  letter  dated  January  3,  1990  {Exhibit  10),  the  Executive 
Director  informed  Dr.  Barkev  Kibarian  that  the  school  had 
raoved  its  business  offices  to  an  unlicensed  location,  and  that 
the  failure  to  inform  the  Commission  of  his  intention  to  move 
might  constitute  false  and  misleading  information.  The  3rd 
and  G  streets,  N,E.,  'location  is  the  Logan  School  Building 
which  was  approved  by  DCRA  for  the  school  to  use  only  for 
teaching  facilities;  and  was  listed  in  the  material  submitted 
with  the  application  for  license  renewal  as  to  be  used  for 
teaching  facilities  (Exhibit  IX). 

12.  The  staff  has  learned  that  the  school's  release  from  its  lease 
at  1634  Eye  Street,  N.W.,  was  executed  on  December  18,  1989, 
and  provided  for  the  school  to  remain  at  that  address  until 
January  31,  The  owners  have  refup»d  to  furnish  a  copy  of  that 
document,  bo  the  school  has  been  ask*d  to  do  so  (Exhibit  12)  . 
It  is  evident  that  the  school  had  begun  arranging  for  its  wove 
wel  1  before  December  18,  and  that  it  did  not  have  to  move 
during  the  week  of  the  scheduled  site  evaluation  visit.  It 
appears  probable  that  the  school  moved  at  that  time  to  evade 
evaluation  by  the  Commission^  team. 

13.  The  school's  lease  for  space  in  the  Logan  School  Building  at 
3rd  and  G  Streets,  N . E .  f  expired  on  December  31,  1989  (Exhibit 
13).  That  lease  provides  for  the  school  to  use  kitchen  and 
classroom  space,  but  does  not  provide  for  the  school  to  occupy 
the  space  as  its  principal  office  business.  No  new  lease  has 
been  signed. 

14.  The  staff  obtained  an  opinion  from  the  DCRA  Zoning  Division 
(Exhibit  14),  which  indicates  that  the  school  is  required  to 
have  »  Certificate  of  Occupancy  for  its  business  office  at 
the  Logan  school  Building  at  3rd  and  G  Streets,  N.E.,  and  an 
affidavit  from  the  DCkA  Occupancy  Branch  (Exhibit  15)  that  no 
such  certificate  had  been  issued.  As  of  this  date,  no 
Certificate  of  Occupancy  has  been  issued  to  the  school,  such 
a  certificate  of  Occupancy  is  required  to  be  submitted  wi«th 
a  school's  application  for  licensure. 

15.  By  letter  dated  January  11,  1990,  the  attorneys  for  the  school 
informed  the  Executive  Director  of  the  filing  for  bankruptcy 
under  Chapter  11,  and  said  that  the  commission  vas  thereby 
stayed  from  all  actions  against  the  school  (Exhibit  16) ,  The 
Executive  Director  consulted  Deputy  Corporation  Counsel  Hines, 
who  transmitted  by  telephone  advice  that  the  Commission's 
authority  to  deny  the  renewal  of  the  license  after  the  Chapter 
11  filing  was  not  clear,  and  that  the  Commission  should  defer 
any  such  action  until  its  authority  is  clarified  by  the  Office 
of  Corporation  counsel.    The  Executive  Director  so  advised  the 
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Commission  at  its  meeting  on  the  same  evening,  and  furnished 
Commissioners  copies  of  the  bankruptcy  filing  (Exhibit  17). 

16,  As  a  result  of  its  change  of  address  and  the  lack  of  a 
Certificate  of  Occupancy  and  possible  other  errors,  the 
application  for  license  renewal  submitted  by  the  school  to  the 
Commission  is  no  longer  accurate  and  cannot  be  approved,  No 
effort  has  been  made  by  the  school  to  revise  and  up-date  that 
application* 

17.  The  Executive  Director  finds  that  the  school  is  in  clear 
violation  of  the  licensure  regulations,  that  the  school  has 
failed  to  act  in  good  faith  with  this  Commission,  and  that  it 
is  operating  in  a  manner  that  prevents  the  students  from 
getting  the  education,  and  other  benefits  that  they  were  led 
by  the  school  or  agents  to  believe  they  would  get  and  have 
contracted  for  at  a  cost  of  up  to  $6,390  (plus  fees  of  $810) 
for  a  six  month  program. 

B.      Charge  No,  Z'*     Furnishing  false,  misloadina,  or 

fraudulent  information  to  a  prospective  stude,  v  or  the 
students'  parent(s)  or  guardian(s)  .  Regulations,  section 
1209.1(c). 

SP££iXi£&£lQJis i  The  school  advertised  its  provision 

of  housing  to  prospective  students,  and  hid  students  sign 
agreements  that,  in  exchange  for  their  payment  of  $325 
per  month,  it  would  assure  such  housing  for  up  to  a  year; 
then  issued  a  notice  to  students  that  the  housing 
arrangements  would  be  terminated,  effective  January  31, 
1990.  Furthermore,  students  have  been  evicted  from 
housing  leased  for  them  by  the  school,  because  the  school 
has  failed  to  pay  rent  and  other  costs  to  the  owners  of 
the  housing.  Thus,  the  school  has  falsely  promised 
housing  to  students,  has  failed  to  meet  its  obligations 
to  students  for  housing,  and  has  caused  substantial 
hardship  to  students  who  were  evicted. 

Findings 

1.  The  school  has  advertised  that,  "Upon  arrival  in  Washington, 
you  will  be  given  a  key  to  your  aparts.ent"   (Exhibit  18}  . 

2.  The  school  obtained  students*  signatures  on  *Agr semen ts*  that 
purported  to  commit  the  school  to  enter  into  leases  for 
apartments f  provide  the  security  deposit  to  the  landlord, 
assure  payment  of  the  rent  to  the  landlord,  a»id  act  as  surety 
for  a  period  of  up  to  and  no  longer  than  a  year,  so  long  as 
the  student  is  actively  enrolled  as  a  student.  Yhe  students 
agreed  to  have  $325.00  deducted  monthly  by  the  school  from 
their  pell  grant  GSL,  SLS  and/or  Plus  loan,  to  pay  to  the 
landlord  (Exhibit  19) . 
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3.  On  Decaslxsr  27,  1989,  the  school  issued  a  notice  to  all  CSW 
student*  that  it  would  no  longer  of far  housing  or  housing 
service  for  its  students,  that  student*  would  have  "to  make 
arrangements  to  find  your  own  apartments, "  and  that  housing 
arranged  for  them  would  not  be  available  after  January  31 , 
1990  {Exhibit  20), 

4.  Even  before  January  31,  students  began  to  be  evicted  from 
housing  arranged  by  the  school,  because  the  school  had  failed 
to  pay  rent  due  the  landlord  (Exhibits  21  and  22). 

5.  The  Executive  Director  has  determined  that  the  echool  provided 
false  and  misleading  information  to  prospective  students  by 
advertising  the  provision  of  housing,  getting  students  to  sign 
a  purported  agreement  which  appeared  to  guarantee  that  such 
hous ing  would  be  prov ided  so  1  ong  as  they  were  act i ve  1  y 
enrolled  in  the  school,  terminating  the  housing  for  students 
who  had  been  put  into  it,  and  causing  eviction  and  hardship 
to  such  students  by  failing  to  pay  the  rent  and  other  charges 

Vdue  to  the  owners  of  the  property. 
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i  Culinary  School  of  Washington,  Ltd.  ("the  School")  and  the 
m  Licensure  Commission  ('the  Commission")  hereby  agree  to  dispose 
sending  application  of  the  Culinary  School  for  renewal  of  its 
upon  the  following  terns  and  conditions-- 

The  School  hereby  withdraws  its  application  for  license 
renewal  filed  on  September  1,  1989  for  the  period  November  1, 
19S9  through  October  31,  1990. 

The  Commission  hereby  extends  the  School's  existing  license  to. 
June  30,  1990,  for  the  Halted  purpose  of  effecting  an  orderly 
closure  of  the  School  1n  accordance  with  the  Commission's 
guidelines  for  closing  an  institution.    In  accordance  with  these 
guidelines,  the  Culinary  School  will: 

a.  Cease  all  recruiting  activities  and  cease  all  enrollment  of 
new  students,  effective  on  the  date  of  this  Agreement; 

b.  Complete  its  teaching  responsibilities  to  all  currently 
enrolled  students  who  wish  to  complete  their  training  at  the 


c.     Submit  to  the  Commission  within  twenty-one  (21)  days  of  the 
date  of  this  Agreement,  a  closure  plan,  which  states  how  the 
school  will  comply  with  subsection  (b)  above  and  the 
following  requirements: 

1.  Provide  the  Commission  a  list  of  all  the  names  and 
addresses  of  all  students  currently  enrolled,  the  date 
of  enrollment,  the  program  in  which  enrolled,  the 
projected  date  of  completion  of  the  program,  and  the 
total  cost  to  the  student  if  the  program  is  completed; 

2.  Notify  all  enrolled  students  of  the  closure  plan, 
describing  their  financial  obligations  as  well  as  their 
rights  to  a  refund  or  adjustment  consistent  with  the 
provisions  of  IS  OCMR  1211;  and  provisions  made  for 
assistance  toward  completion  of  their  academic  program* 
whether  in  the  School  that  is  closing,  or  by  transfer; 

3.  Prov^e  the  Commission  with  copies  of  the  closure 
notices,  including  copies  of  all  communications  sent  to 
students; 

4.  Submit  in  writing  to  the  Commission  for  prior  approval  any 
proposed  revision  of  the  instructional  programs 
described  in  the  1989-90  Catalogue  of  the  School; 
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5.  Hake  provision  for  transfer  of  all  official  records  of 
the  students  to  the  Commission's  office,  and  notify 
students  of  this  location  and  that  they  nay  obtain 
official  copies  from  the  Commission; 

6.  Notify  the  Corporations  Division  of  the  D.C.  Department 
of  Consumer  and  Regulatory  Affairs  of  the  status  of  the 
School  or  corporation,  including  the  filing  of  a  final 
report,  if  appropriate; 

7.  Protect  the  rights  of  staff,  suppliers,  and  creditors, 
in  accordance  with  the  orders  of  the  U«S.  Bankruptcy 
Court  for  the  District  of  Columbia;  and 

8.  During  the  closure  process*  within  ten  (10}  days  of 
the  end  of  each  month  submit  monthly  progress  reports 
to  the  Commission  on  closure  under  the  plan  noting 
anticipated  or  serious  problems,  beginning  with  the 
report  for  March  1990.   The  Commission  will  monitor  the 
closure,  and  require  the  School  to  comply  with  the 
objectives  as  well  as  the  specific  provisions  of  the 
approved  closure  plan. 

d.     The  -records  deposited  with  the  Commission  shall  be  in 
alphabetical  order  and  shall  include,  at  a  minimum,  the 
academic  records  of  each  student,  as  follows: 

(a)  Academic  transcripts  showing  the  basis  for  admission, 
transfer  credits,  courses,  credits,  grades,  graduation 
authorization,  and  student  name  changes  for  each 
student; 

(b)  Transcripts  of  financial  aid  for  each  student; 

(c)  Foreign  student  forms  for  foreign  students; 

(d)  Veterans  Administration  records  for  veterans; 

(e)  Copies  of  degrees,  diplomas  and  certificates  awarded  to 
students  (if  maintained); 

(f)  One  set  of  course  descriptions  for  courses  shown  on 
transcripts;  and 

(g)  Evidence  of  accreditation,  if  any,  during  years  covered 
by  transcripts, 

3.     The  School  is  entering  into  this  Agreement  because  it  believes 
this  to  be  in  the  best  interests  of  the  current  students  and 
graduates  of  the  School,  the  current  staff  of  the  School,  and  all 
other  persons  doing  business  with  the  School. 
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4.  The  School  has  entered  into  this  Agreement  on  the  express 
condition  that  this  action  shall  not  be  deemed  an  admission  of 
any  violation  of  the  laws  of  the  United  States,  the  District  of 
Columbia,  or  any  other  political  subdivision  of  the  United  States 
by  the  School,  or  its  past  and  present  officers,  directors, 
employees  or  agents.   Nor  shall  this  Agreement  be  construed  as  an 
admission  by  the  School,  its  past  and  present  officers, 
directors,  employees  and  agents,  of  any  allegations  of  any  wrong- 
doing contained  in  the  files  of  the  Commission,  or  any  other 
branch  or  agency  of  the  Government  of  the  District  of  Columbia. 

5,  The  record  of  the  Commission's  action  on  the  renewal  of  the 
School's  license  will  remain  open  for  fifteen  (IS)  days  for 
purposes  of  receiving  submissions  by  the  School  or  others; 
provided  that  this  provision  will  not  affect  any  other  provision 
of  this  Agreement, 


For  the  Education  Licensure  Commission 


For  the  Culinary  School  of  Washington,  Ltd, 


Stephen  prflatthews 

Schwalb,  Donnenfeld,  Bray  &  Stlbert,  PX. 
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300  G  St.  N.E. 
Washington,  D.C,  20002 
(202)  543-7358 


Dear  President; 

I  have  initiated  and  operated  a  chef's  training  school 
for  the  past  twelve  years  here  in  Washington.    As  of  August, 
1989,  we  had  as  many  as  600  students  with  revenues  exceed ina 
six  million  dollars.     I  am  a  former  university  president  and 
tenured  professor  at  Georgetf^wn  University  an1  have  been  a 
director  of  recruiting  for  over  ten  years. 

I  would  like  to  propose  that  we  establish  a  similar  chef's 
training  program  on  your  campus.    We  will  provide  the  curriculum 
and  expertise,  and  can  assure  you  a  mmumum  or  100  students  for 
the  first  year.    They  could  not  only  aid  in  operating  your 
cafeteria,  but  could  also  take  some  of  vour  existing  appropriate 
courses  in  preparation  for  a  certificate  or  decrree  to  be  awarded 
by  your  institution. 

Such  a  procram  could  be  an  important  source  of  revenue — 
I  can  assure  -ou  a  minimum  of  $500,000  net  profit   the  first  vear 
and  $1,000,000  the  second—with  almost  no  caoxtal  outlav  if  vou 
alreadv  have  a  cafeteria  and  kitchen  facilities,  ana  if  you  do 
not  local  kitchens  can  be  rented  during  their  sown  t:ne, 

I  look  forvard  to  discussing  this  proposal  with  "ou. 
Please  call  for  a  discussion. 


pfS,     I  am  aiso  interested   in  -  Me  pur?*  ssp  ->t   a  scncoi  <>* 
joint  ventures. 


Sincere! y , 


Barke**  Kibar;*n.  Ph.D. 
Chair' an  of  the  Board 
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TABLE  X 


INITIATING  &  MANAGING  A  GO  TOME? 
CHEFS  PROGRAM  ON  TOUR  CAMPUS 
PROJECTED  INCOME  &  PROFIT 


Revenue  -  per  class 

Tuition  per  student  $8400 

25  Students  -  lencrth  of  Program  16  Weeks 

40  hours  per  week  $210,000 


Direct  Cost  oer  Class 

Food  $6  per  aav  x  25  students  x  SO  =  $12,000 

Instruction  S15  oer  hour  x  640  davs  *  9,600 

Bcoks,   Lesson  Plan,   Cnifom,   Knives  *  12,500 

Aavertisxna  per  Class  *  ^,000 

Total  Ooeratina  Costs  40 ■ ~2H 

~ross  Profit  <516?.'?00 


";  fjlassea   i-er-  4  :<ontr.s  SI, >«n,;)on 


?  Classes  per  Year 

'get    -  3  S 1 3 

^  Classes   :>r  ~~ ::   5  tuaen::: 


;60  .  '300 


$1,528,100 
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Table  II 

Cash.  Flow  -  Scheduled  Use  of  Funds 
and  Distribution  off  Profits 
for  First  Class 


Class  I  Gross  Revenue  $210rOOO 

Minus  Initial  Outlay  by  Institution  $50,000 

Minus  Cost  of  Program  4Q  ,  0Q0  90  , 100 

Profit  after  Initial  Outlay  and 

Direct  Cost  of  First  Class  $119,900 


Class  XI  -  To  begin  one  month  after  1st  Class  started 


Projected  Cost  of  Class  XI 
to  be  deducted  from  Revenue 

earned  fron  1st  Class  Revenue  50,000 

Distribution  of  Remaining  Profit  $69,900 

50*  for  Institution  $34,950 

50%  for  B.K.  S34,950 


Institution  recoups  its  oriamai  advance  of  *>5^,300  &  t.K.e 

costs  of  operatmcr  tr.e  1st  class. 

^ew  Classes   financed  rrom  profits. 

Institution  need  not  put   in  anv  new  funds.' 

Institution  realizes  70%  return  on  investment  in  four  mon 
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Table  III 


Cash  Flow,  Classes  II  through  XX,   Illustrative  L'se  of 
•Additional  Expenses  &  Increased  nercenta<?e  of  Prefix  for 
your  Institution:  601  for  your  Institution  Starting  with 
5th  Class  S  70%  Starting  with  9th  Class 


Class  II     Gross  Hevenue 
''"Minus  Cost  of  Program 
Cost:  of  Equipment,  Faculty,  Supplies 


•New  Full-tima  Recruiter 
Gross  Profit  before  Allocation 


50,000 

so, ooo 


$110,000 


Class   III     Groas  Revenue 
Minus  Cost  o-  Program 

♦Mew  Director  of  Proarxn 
Gr~ss  Profit  before  Allccarisn 


$210,000 

50,000 


S110 , 300 


4i.rus  o :  r  rj^ri" 


•Second  Recrui-er 

Grosa  Pre  fit  be  f 'j  re  All-cation 


50. 000 


$11: ,  :oo 


lass   '<[      ir^ss  qe"er?ue 
Minus  JwS:  or  Proarar.   

Assistant  tc  Director 
Gross  3   P  r  -  r  i      2e J  r  *?  A  „  .. c:  a ". 


$21  \000 
$lau, JOG 
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Gross  Hrvonue  for  First:  Yr»nr,  I'rnfft   ,ift/»r  nxj^n't«*n 

&  Frofit  Distribution  to  your   Invitation  h.K. 
with  Hntf*  ?nr* 
in  your  f  »nvnr 


i 

11 
I  i  I 


VI 

vu 

Vill 
IX 

Total  9 


Gross  Uo v cm uk? 

210,000 
210#OOQ 
210,000 

210,000 
210,000 
210,000 
210,000 


210 f 000 
$1,890,000 


Tntnl    I'm'  i  ! 

After  KxjKMi'ir 


$  rv<!fnmi 

110,000 
J  10,000 
1 1 o.non 

130,n«m 
1 30,non 

1 10,000 
100,000 

160,000 
$1  ,n49,  ttnn 


'In    !  tt<?  t  1  !  til  t  cm 
, 000 

sri  f  nnn 
v; ,  it nf j 
( mii) 

7R  ,  00(1 
7  8  ,000 

m  ,  ooo 
Go,  nnn 

<f,0ri  ,  «>so 


Tc»  M.  i:  . 

»;  14  #  -i'.m 
'i'i  ,  nnn 
ri'i ,  nnn 

r»7  ,  O'HJ 

r,7 ,  nnn 
r»; ,  nnn 
if} ,  n<«(f 

, onn 
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Tnbln  V 

First      ttf»CMinl  Vf«ni-i   *  'Mitnl  Yi-.n 
*  TxQf it  AIlof.it  inn 


1st  Year 
^H«l  Y**nr 
Jul  Ymi 


Gross  Revenue 
$1 ,890,000 
1 ,690,000 
i  t 890,000 


$M0,  1011 

IMO,  I  on 

MU,  I  (HI 


I"t  ;t]   I  iuf  i  t     the  1ml  i  t  at  i"u 


i  t  ■ 


!  ,  *M »l ,  'lint 


MI/MH 


3 

00 


(l/3M^Mfi»;n|       St  fM  , 'him   if   t  hr   i  n*-.t  i  t  tit  i»  n 
(2)     Assunt«»q  Mii»'-f'tH  . 

number  nf  k  i  I  ■  * f t«  »,:  nn^  t       ui  t  hi<» . 
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Class  VI    Gross  Revenue 
Minus  Cost  o*  Program 


•Assistant  to  Recruiters 
Gross  Profit  before  Allocation 


$210,000 
50,000 
5160,000 

30,000 


$130,000 


Class  VIZ    Gross  Revenue 
:unus  Case  ot  Program 


*Job  Placement  Director 

Gross  Profit  before  Allocation 


$210rQ00 
50,000 

30,000 


S130,000 


Class  7irr    Gross  Revenue 
-Ur.us  Jose  of  Program 


*Direc-2r  of  u.arke::*na  &  Adver-is  mcr 
Relations,  Produce.-::  r.  Ccszs 


$210,000 
50,000 
S160 '  ioo 


Class 


Ire S3  Revenue 


:«xr.us  :*5Sw  or  ? roar am 

Srcss  Profit  before  Aliocan 


s:io,ooo 

50.000 


S16- 
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X.     Buv-out  Provision 

At  anv  tine  After  thm  i.nd  of  the  second  Year, 
the  institution  may  buy-out  th«  program  for  a 
payment  equal  to  one-third  off  the  profit  share 
of  B.K*  over  the  previous  twelve  months. 

II.     Formula  for  Success; 

Recruiting  of  good  quality  student  body. 

Retention— through  counseling. 

Roliincr  enrollment  to  replace  drop-outs . 

Cost  Control  to  ae*t  budgrst. 

Training  of  recruiters ,  Director  (responsible 

for  retention),  and  faculty. 
Discourses  jobs  while  in  school. 
Strom?  *cb  placement  after  graduation. 
Siqnad  contract  with  eir.clryer  to  deduct:  froa 

pay  check  any  loans  to  school  or  aovernmenr . 
Alumni  relations. 


Residual  Industry; 

Ter.porar"  emclovner.r  acsr.c". 

Ke?~ica  all  or  par-:  of  _  rrr.-r  zzz  Jevz-r.r 
Cayenne  pxz-as  or  full  ~ea^s   -~  -c:2- 
residents . 


6Su 


ERIC 


676 


NEEDED 

FOOD  PREP  PEOPLE 
WILL  TRAIN  FOR  CHEF  POSITION 

Must  Travel  to  Washington,  D.C.  Area 


The  jobs  we  hive  ran  ft  from  $7.00  to  SI  4.00  an  hour  to  sun.  We  have 
t  Gourmet  Chef  Training  School  in  Washington,  D  C.  and  what  we 
propose  to  do  for  you  if  you  qualify:  #1 )  We  can  arrange  prepaid 
transportation  to  Washington  D  C  #2)  Upon  arrival  in  Washington, 
>  >u  will  be  given  a  key  to  your  apartment,  which  you  wit!  share  with 
ore  other  person.  #3)  You  will  be  given  a-»  ample  supply  of  groceries, 
sometimes  jobs  hold  back  the  first  week  s  check.  #4)  A  bus  pass  will 
be  issued  to  you,  so  you  can  travel  back  and  forth  to  work  and  class. 
#5 }  We  will  apply  to  the  y  S,  Government  on  your  behalf  for  Federal 
Grants  and  other  forms  of  financial  aid  to  help  see  you  thru  comforta- 
bly. Then,  after  six  months  of  hard  work  and  training  by  master  chefs, 
you  will  graduate  as  a  certified  gourmet  chef  with  credentials,  and  we 
wilt  assist  in  placing  you  in  a  good  job  any  were  in  the  US,  normally 
stating  salary  of  Si  8,000  -  $25,000-  a  year. 

N 


S$*cnM  ctottttom*  *•  located  *t  tf\*  tck^.ng  ml****  < 
•rid  tuft***  Stutattmirtrftifttf  •omtofthMt 


t  wue  no 


THE  ASCOT 

ITOtt  S**t,NW 

Washington  fosr 

?25  v  «rp«a  A S  E 


CtW  Sfr^s  Vat*,  Cvmfm 
4*77  Vwma  Svwi  N  W 

WMkftftON.PC 

NATIONAL  LAWYEr S  CLl  » 


national  rats*  nx* 

WathwfW*  DC 

THE  WASHINGTON  TIMES 
tWO  Nc»  Yw*  Avf  .  S  £ 
W»taftM.DC 


"  t 
I' 
5 


7200  £-  10  MILE 

Ctmtfftn*  Ml  4*0  tS 
31 3-7  55-1303 
fAX  3*3-75*.  3309 


Financial  Aid,  if  You  Qualify 

Placement  Assistance 
Housing  and  Travel  Available 

CULINARY  SCHOOL  OF  WASHINGTON,  LTD. 

LOCAL  ADMISSION  OFFICE  7200  EAST  10  MILE  RDM  SUITE  1 
CENTERLfNE,  Ml  48015 

31 3-755-3303 
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GOVERNMENT  OF  THE  Dl5Tf»*r-r  ~c 

EDUCATION  UCINIUW  COlfMt>»J  OKWT  # 


ss 


Sept«ut>er  10.  1990 


The  Honorable  S*e»  Nunn 
Cft*fr»w,  Pertinent  Sufcxoiwtt  tte<? 
on  Investigations 

SSSIJ1!?  ?n  fijw""»nti1  Affair* 
United  States  Senate 
Washington,  D.C.  20MD<62*Q 

Dear  Senator  Nunn: 


on 


3. 


cowHttee  st»ff.  to  teuton*  from  Nr.  John  Sopko  of  the 

0.U  of  origtn„  !tCense  of  the  Cu1tMr,  Schoo,  of  N4Jh(n9ton, 

gMrtaMt  of  ConsS«r  and  R^gfco?^   ,  r  ^oVi* *  the  D  c 
Wishin9ton  on  Nov^er  ?.  197s    ,„i  21.  fhe  Culfni,"y  College  of 

»H  toing  taught  out  at the  Chef' "dent.S  <l)rr*«"y  enrolled-, 
enclosed).  Independent /er)f(c»tion  h^h!rt"?ntJ  in  *»Woim  (copy 
that  the  students  nri  &n  w&  il^"*?.  *  MtabJ  shid 

wheal,  and  th»,  the,  coVleU ^cout«  "%VlT.  by 

t£SjM  tW  he  Ms 
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Page  2 

The  Honorable  Sim  Nunn 
September  10,  1990 


By  letter  dated  June  27,  1990,  Nary  Ann  Klbarfan  asked  the  Commission  to 
extend  the  license  for  an  additional  Month  for  the  1  united  purpose  of 
effecting  an  orderly  closure.  Specifically,  the  letter  stated  that  the 
extension  was  needed,  "because  of  certain  regulations  of  the  Department 
of  Education  which  preclude  an  institution  fro*  receiving  Title  IV  funds 
unless  the  institution  is  licensed  and  eligible  to  receive  funds  not  only 
when  such  funds  are  earned,  but  also  when  such  funds  arc  received."  A  copy 
of  the  letter  is  enclosed. 

The  C omission's  staff  Inquired  whether  or  not  the  Department  of  Education 
had  such  a  requirement,  and  was  informed  that  it  did  not  (see  enclosed 
letter  dated  June  28,  1990).  Accordingly,  the  Commission  denied  the 
request  for  extension  of  the  license. 

4,      What  follow-up,   if  any,  was  made  by  the  DCRA  to  its  investigator's 
recommendation  in  1986  that  the  school's  license  be  revoked? 

The  non* degree  licensing  files  for  this  and  other  schools  that  are  now  In 
the  Commission's  possession  are  those  received  from  DCRA  when  the  licensure 
function  was  transferred.  Those  files  appear  to  be  only  the  most  recent 
files  of  the  Business  License  Division;  earlier  records  were  not 
transferred,  and  may  have  been  either  retired  to  a  depository  or  disposed 
of.  No  other  records  were  received  fro*  DCRA,  and  the  investigatory  files 
were  not  received  by  the  Commission.  Inquiries  about  those  records  will 
have  to  be  directed  to  the  DCRA's  Office  of  Compliance. 
The  Commission  did  maintain  a  file  of  inquiries,  complaints  and  other 
materials  that  it  received  concerning  the  Culinary  School  of  Washington 
in  the  years  prior  to  the  transfer  of  the  licensure  function.  Those 
materials  provide  no  continuous  record,  because  the  Commission  received 
them  incidental  to  its  own  functions.  The  investigator's  report,  reftrred 
to  by  Nr.  Sopko,  is  in  that  file;  but  there  is  no  material  showing  a 
follow-up  action  prior  to  the  transfer  of  function  by  the  Commission.  In 
fact,  that  report  was  provided  to  the  Commission  *fter  the  transfer,  and 
after  the  Commission  began  its  own  investigation  of  complaints  against 
the  school  —  see  *y  enclosed  letter  of  August  23,  1989,  to  DCRA  about  the 
report,  which  stated  my  understanding  that  the  matter  of  refunds  was  still 
pending  before  DCRA,  under  the  consumer  protection  powers  that  DCRA 
retained.  Again,  inquiries  regarding  the  file  on  this  and  any  other 
investigations  will  have  to  be  directed  to  DCRA. 

I  trust  that  this  supplemental   information  will   be  helpful   to  the 
Subcommittee. 
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CULINARY  SCHOOL  OF  WASHINGTON,  LTD. 
-  CLPSURgPtAH 

In  accordance  with  the  guidelines  of  the  District  of 
Columbia  Education  Licensure  Commission  ("Commission*)  regarding 
closure  of  an  institution  and  the  Agreement  entered  into  by  the 
Culinary  school  of  Washington,  Ltd.  ("Culinary  Softool")  and  the 
Commission  on  February  27,  1990,  the  Culinary  School  hereby 
submits  this  formal  Closure  Plan  to  the  Commission.  Under  this 
Closure  Plan  the  Culinary  School  will  continue  to  operate  in  a 
manner  consistent  with  the  best  interests  of  its  current  and 
former  students.  The  Culinary  School  has  made  arrangements  for 
all  of  its  current  students  to  complete  their  academic  programs 
with  the  chef- instructors  with  vhosr  they  began  their  studies  so 
as  to  be  eligible  for  a  Certificate  of  Completion  from  the 
Culinary  School  upon  successful  completion  of  their  coursework. 
In  addition,  the  Culinary  School  is  organising  the  files  of  its 
past  and  current  students  in  order  to  minimize  the  burden  on  the 
Commission  in  responding  to  requests  from  students  after  June  30 , 
1990  for  copies  of  their  academic  transcripts,  Certificates  of 
Completion  and  financial  aid  records.  The  key  elements  of  the 
Closure  Plan  are  as  follows: 

1.  The  Culinary  School  will  close  and  cease  all  of  its 
educational  functions  on  or  before  June  30,  1990.  As 
of  that  date,  all  current  students  in  good  standing 
will  have  completed  their  course  of  study  at  the 
Culinary  School.  A  list  of  students  currently  enrolled 
in  courses  at  the  Culinary  school,  together  with  their 
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addresses,  program  designations,  dates  of  enrollment, 
projected  dates  of  completion,  and  total  cost  of 
education  to  each  student  upon  completion,  is  attached 
hereto  as  Exhibit  A. 

2*  The  seven  students  currently  enrolled  in  the  Executive 
Gourmet  chef  program  are  completing  their  training  with 
Chef  Francois  Peter  at  Chef's  Restaurant  in  Georgetown. 
The  two  students  currently  enrolled  in  the  Pastry 
program  are  completing  their  training  at  the  same 
location  with  chef  James  Littiejohn,  Both  of  these 
instructors  are  chefs  of  the  highest  calibre. 

3.  The  Culinary  School  will  send  notices  to  all  persons 
who  graduated  since  September  30,  1989  who  have  not  yet 
received  their  course  completion  Certificates  from  the 
Culinary  school  informing  them  that  they  can  obtain 
such  Certificates  from  the  Culinary  School  directly  on 
or  before  June  30,  1990,  and  thereafter  from  the 
Commission M  A  copy  of  the  Notice  that  the  Culinary 
School  intends  to  send  is  attached  hereto  as  Exhibit  B* 

4.  The  Culinary  School  will  send  a  Notice  to  all  currently 
enrolled  students  in  the  Executive  Gourmet  Chef  Program 


K^iJ^f  u  i?dt  wh5  are  currently  enrolled  have  outstanding 
balances  but  have  made  no  provision  for  future  payment  of  the 
amounts   due  the   Culinary   School.      Unless  these   five  students 

^r^eJ;PTw?  S?°ry  n°te  in  favor  the  binary  School,  they  will 
not  be  eligible  for  a  Certificate  of  Completion 
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and  the  Pastry  Program  informing  them  of  the  cloture 
plans  and  the  transfer  of  all  student  academic  and 
financial  aid  records  to  tho  Commission.     This  Notice 


will  also  inform  each  of  the  currently  enrolled 
students  of  their  financial  obligations  to  the  Culinary 
School  upon  completion  of  their  program,  their  right  to 
a  refund  in  accordance  with  16  DC  MR  §  1211r  and  the 
assistance  made  available  to  them  tor  completion  of 
their  academic  program.  A  copy  of  the  Notice  that  the 
Culinary  School  intends  to  send  is  attached  hereto  as 
Exhibit  C. 

5.  The  Culinary  School  will  provide  the  Commission  with 
copies  of  all  Notices  and  other  communications  sent  to 
the  students  after  February  27,  1990.  To  date  no  such 
Notices  have  been  sent. 

6.  The  Culinary  School  has  not  found  it  necessary  to 
revise  any  of  the  instructional  programs  described  in 
its  1989-90  catalogue.  All  students  who  are 
maintaining  satisfactory  academic  progress  are  expected 
to  graduate  according  to  schedule  prior  to  the  date  of 
closure. 

7.  The  Culinary  School  is  in  the  process  of  assembling  all 
the  student  academic  and  financial  aid  files  for 
delivery  to  the  Commission  on  or  before  June  30,  1990. 
Over  the  next  several  weeks,  the  Culinary  School  will 
organize    all    the    t  inancial    aid,    academic    and  othor 
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records  for  each  current  and  former  student  into  a 
separate  consolidated  file,  upon  completion,  this* 
consolidated  files  will  fee  arranged  alphabetically  and 
indexed.  This  will  minimise  the  storage  space 
requ  i rement s  and  will  f aci 1 it ate  access  to  student 
records  when  these  files  are  transferred  to  the 
Commission,  The  culinary  School  will  contact  the 
Commission  some  time  prior  to  June  30,  1990  to  arrange 
for  a  mutually  convenient  time  and  place  to  transfer 
these  records  to  the  Commission,  These  records  will  be 
turned  over  to  the  Commission  on  the  express  condition 
that  the  Culinary  School  and  its  agents  will  have 
complete  and  unrestricted  access  to  these  files 
(without  charge)  during  normal  business  hours  (Monday 
through  Friday,  9;0Q  a.m.  to  5:00  p.m.)  and  the  right 
to  make  copies  thereof  after  said  records  have  been 
delivered  to  the  Commission. 

The  Culinary  School  will  notify  the  Corporations 
Division  of  the  D.C.  Department  of  Consumer  and 
Regulatory  Affairs  of  the  status  of  the  Culinary 
School.  if  the  culinary  school  shall  in  the  future 
elect  to  dissolve  or  otherwise  terminate  its  corporate 
existence,  the  Culinary  School  will  notify  the 
Corporations  Division  at  that  time,  and  file  any  final 
report,  if  appropriate. 

-  4  - 
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The  Cul inary  School  is  operating  under  Chapter  11  of 
the  U.S.  Bankruptcy  Code.  The  rights  of  staff, 
suppliers  and  other  creditors1  are  protected  as 
administrative  claimants  in  accordance  with  the  U.S. 
Bankruptcy  code. 

The  Culinary  School  will  submit  monthly  progress 
reports  to  the  Commission  on  the  status  of  closure 
under  this  Closure  Plan.  These  progress  reports  will 
identify  any  anticipated  or  serious  problems 
encountered  by  the  Culinary  School  in  putting  this 
Closure  Plan  into  effect.  The  first  report,  for  March 
1990,  will  be  submitted  on  or  before  April  10,  1990. 
The  Culinary  School's  ability  to  effect  an  orderly 
closure  in  accordance  with  this  Closure  Plan  is 
expressly  conditioned  on  its  ability  to  continue  its 
operations  at  the  Logan  Administrative  Building  at  3rd 
and  G  Streets,  N.E.,  which  the  Culinary  School  is 
occupying  pursuant  to  a  valid  Use  Agreement  entered 
into  with  D.C.  Public  Schools.  The  Culinary  School 
applied  for  the  Use  Agreement  on  December  22,  1989  in 
good  faith  reliance  on  a  letter  dated  July  18,  1988 
from  Henry  C.  Lee  III,  then  Acting  Administrator  of  the 
D.C.  Department  of  Consumer  and  Regulatory  Affairs, 
stating  that  the  Culinary  School  did  not  need  to  obtain 
a  Certificate  of  Occupancy  for  use  of  D.C.  public 
buildings.     The  Use  Agreement  was  approved  by  the  D.C. 
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Public  Schools  on  January  17,  19*0.  Nonetheless,  on 
February  15,  1990,  the  Culin&ry  school  received  a 
Notice  of  Infraction  from  the  Department  of  Consuaer 
and  Regulatory  Affairs  for  operating  a  business  at  the 
Logan  Administration  Building  without  a  Certificate  of 
Occupancy.  The  Culinary  School  will  be  contesting  the 
Notice  of  Infraction  at  a  hearing  scheduled  for  March 
21,   1990  at  9;00  a.m. 


Date:    March  20,  1990 
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EXHIBIT  A 

Amount  Duo 

Naae  and  ProgtOB  Enrollment    Completion       Amount  at 

Afttara   eat*  m  __Jtet«         Received  coi>^<ition 

Robin  Allen  KCC     12-   5-89         4-   1-90       $S,427. 50  $2,311.50 

511  S.  Four  Mile  Run 
Apt.  421 

Alexandria,   VA  22304 

Deidra  Ely  PASTRY     10-17-89  4-21-90       $7,564.38  -0» 

4820  Emo  St, 

Capital  Heights,  MD  ?0?4  i 

Ronald  Emory*  hoc    n-24-fi0         4-  1-^0      $2,5fi4.lfl  $*,470.<*.; 

3913  Bruce  St. 
Apt.  30b 

Alexandria,  VA  2230b 

Dan  Fredrickson  KGC     11-25-89  4-   1-90         $8,002.50     $1,14  7,50 

10100  Appalachian 
Circle,  Apt.  3i? 
Oakton,  VA  22124 

Esther  Serebour*  EGO      I  -   1,-00  (>-i'>-<>0  -0-  $7,200.00 

4215  Will  Street 

Capitol  Heights,   MD  2U74 3 

Faye  Smith*  EGC     12-28-81*  5-27-90  -0-  $8,620.00 

407  Savage  Drive 
Apt.  7 

Newport  News,  VA  2  3  602 

Victor  Wilcox*  EGC       i-i;'-8«>  5-2  ;-so         51,000.00  $6,200.00 

308  n.   Preston  Road 
Vinton,  VA  24z;<> 

Ronnie  Wiikrs  PASTRY     ll-io-t'4*  4~21~tM/         $  J, 517.50     $>,  56  2.U0 

2474  Alabama  Ave* ,  S.f. 
Washington,   DC  2  002  0 

Leroy  Zimmerman*  EGC     11-14-89  4-  l-'JO  -0-  $7,200.00 

911  Herbert  Street 
Richmond,  VA  23225 

*     These  students  have  not  made,  or  have  refused  to  make,   any  arrange- 
ment for  payment  of  their  uutstandinq  balances  due  the  Culinary 
School, 
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EXHIBIT  8 

[CULINARY  SCHOOL  LETTERHEAD] 


Harch   ,  1990 

x  Name  of  Student 

x  Address 

x 

Dear  Student; 

URGENT  URGENT  URGENT  URGENT 

Please  be  informed  that  if  you  are  entitled  to  a  transcript  and 
Certificate  of  Completion  from  the  Culinary  School  and  want  one 
with  the  official  seal  of  the  School  on  the  Certificate,  you  must 
contact  the  School  immeriiqtelY-  After  June  30,  1990,  all  of  the 
student  records  of  the  School  will  be  forwarded  to  the  District 
of  Columbia  Educational  Licensure  Commission,  717  Fourteenth 
Street,  N,W,,  Washington,  D.C.,  20005  for  administration  and 
permanent  storage. 

Should  you  have  an  outstanding  balance  on  your  financial  account, 
it  is  imperative  t*hat  you  contact  the  School  and  make 
arrangements  for  payment  via  certified  check  or  cashier's  check. 
If  you  have  any  questions  about  your  account,  please  do  not 
hesitate  to  call  us  at  54 3*7358 , 

Remember,  after  June  30,  your  certificate  will  be  available  only 
from  the  D.c.  Educational  Licensure  Commission  and  without  an 
official  seal  of  the  School,  or  official  accredited  aignator  of 
the  School. 

Sincerely, 


Mary  Ann  Kibarian 
President 
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EXHIBIT  C 

[ CULINARY  SCHOOL  LETTERHEAD] 


March   ,  1990 

Dear  CSW  Student: 

It  is  with  heavy  heart  that  I  must  inform  you  of  the  said 
occasion  of  the  closure  of  the  Culinary  School  of  Washington. 
Due  to  devastating  economic  circumstances  we  will  no  longer  be 
able  to  serve  the  students  wishing  to  receive  a  culinary 
education* 

Our  records  indicate  that  upon  completion  of  your  prog  rasa,  you 
will  have  an  obligation  to  the  culinary  School   in  the  amount  of 

$  .         As     you     have     previously     been  informed, 

arrangements  have  been  made  by  the  Culinary  School  for  you  to 
complete  your  training  at  chef's  Restaurant  in  Georgetown  under 
Chef  t^ter  or  Littlejohn].  Should  you  choose  not  to  complete 
your  studies,  you  will  be  entitled  to  a  refund  in  accordance  with 
16  DCMR  §  1211.  A  copy  of  those  regulations  is  attached  to  this 
letter. 

As  of  June  30/  1990,  all  educational  records  will  be  turned  over 
to  the  District  of  Columbia,  Educational  Licensure  Commission* 
located  at  717  Fourteenth  Street,  N.W.  After  that  date  all 
transcripts,  account  ledgers  and  financial  aid  information  will 
foe  permanently  stored  at  the  above  stated  location.  You  must 
contact  the  Commission  from  that  day  on  should  you  need 
assistance  retrieving  your  records.  Anyone  eligible  for  a 
certificate  of  completion  should  contact  the  school  immediately. 
We  urge  you  to  contact  the  school  as  we  will  make  every  effort  to 
work  with  you  to  help  you  obtain  your  credentials  and  Certificate 
with  the  school  seal  and  signatures.  We  ask  that  you  contact  us 
before  April  15,  1990  to  help  expedite  and  correct  any  issues 
which  may  have  caused  your  certificate  to  be  withheld. 

Remember:  As  of  June  30,  1990  copies  of  your  educational  records 
can  only  be  obtained  from  the  District  of  Columbia,  Educational 
Licensure  Commission* 

If  you  have  any  questions  about  the  above  information  do  not 
hesitate  to  call  us  at   (202)  543-7358. 

Sincerely , 


Mary  Ann  Kibarian 
President 
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CHEF*  RSSTMftlNT,  Xt»C 
3251  Prospect  Street,  N.I. 
Washington,  D.C*  20007 


December  15,  19S9 


BY  KX5SENCK* 

Or*  Barfctv  Kibarian 
Chitrun  of  the  Board 

Culinary  School  of  Washington,  Ltd, 
1S34  By*  Street,  K.W. 
Washington,  DC  2Q00S 


Dear  Barkev: 

Your  cartifiad  latter  datad  December  14,  1989,  vae 
received  by  me  30  minutes  ago.    It  case  as  a  total  surprise* 

I  feel  X  have  no  choice  but  to  give  you  this  letter  as 
formal  notice  of  termination  of  your  agreement  vith  me  d*.ted 
December  X,  1981, 

You  have  not  paid  food  bills  for  two  vee*s,  refuse  to  pay 
the  other  expenses  you  agreed  to  pay  under  the  Agreement  dated 
December  1,  19$$,  and  have  paid  almost  none  of  the  over  $20,000 
of  charges  you  have  run  up  vith  us,  all  of  vhich  czr.  be 
completely  documented.    You  declare  unilaterally  in  your  letter 
that  you  vlll  not  pay  some  of  the  expenmes  you  agreed  to  pay  in 
your  agreement  vith  us  dated  December  1,  19$$.    You  also  tell 
us  to  stop  buying  food,  vithout  vhich  the  restaurant  would 
have  to  close  immediately. 

This  termination  is  baaed  upon  material  breach  on  your 
part,  and  is  effective  today. 

Z  will  be  pleased  to  discuss  the  situation  vith  you.  X 
have  been  trying  to  reach  Kary  ann  all  day.    However,  this 
termination  notice  is  effective  today,  and  a  further  agreement 
between  you  and  us  vould  be  needed  to  modify  it  in  any  respect. 


Subject:    Notice  g£  TetBlnfttlvn 


Sincerely, 


Robert  Raymond  Blliott 
President 

Chefs  Restaurant,  Inc. 
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CULINARY 
fSCHOOL 

^ WASHINGTON.  LTD 

1  F»ff#gyt  Sqvtr*,  Sooth 
0£34  £yt  Sfftft,  N.W.1 
W**hiwgton,  DC  200OA 
202/745*2^5    Toll  frt*  1^00^24-2314 

December  1  f  1988 


Robert  Raymond  Elliott 
President 

Encore  Restaurant,  inc. 
3251  Prosoeet  Street,  N.W* 
Washington  D.C.  20007 

Dear  Mr.  Elliott* 

This  will  set  forth  our  arrangement  for  the  Culinary  School  of 
Washington,  Ltd.  to  operate  the  kitchen  and  use  portions  of  the 
balance  of  the  restaurant  space  for  teaching  purposes  for  our 
students.    You  will  operate  a  restaurant,  Encore  Restaurant,  as 
previously  planned  and  presented,  and  we  will  provide  the  food 
production  for  the  restaurant  as  well  as  some  assistance  in 
serving  in  the  dining  rooms. 

The  terms  and  conditions  governing  this  arrangement  are  as 
follows: 

1.  The  terms  of  this  agreement  will  commence  December  5, 
1988,     Either  party  may  terminate  this  agreement  at  the 
scheduled  end  of  any  work/study  program  (which  run  about  four 
or  six  months  each)  then  being  conducted,  upon  at  least  thirty 
C3^  days'  advance  written  notice. 

2.  The  Culinary  school  will  have  the  responsibility  of 
operating  the  kitchen  facilities  for  the  purpose  of  preparing 
foods  as  required, -laboratory  experience*  for  its  students, 
some  :>f  which  foo*  will  then  be  provided  for  service  in  the 
dining  room  areas  as  well  as  other  food  needed  in  the  dining 
room  areas.    The  service  of  food  to  restaurant  customers  will 
commence  at  a  time  mutually  agreeable  to  both  parties  but  no 
sooner  than  one  month  after  the  commencement  of  this  agreement. 

3.  The  Culinary  School  shall  be  provided ,  on  a  seven  day  and 
night  basis,  the  useof  the  kitchen and  its  equipment  in~place. 
Care  shall  be  taken  to  minimize  sound  to  apartments  above  the 
kitchen.    The  Culinary  School  win  also  be  able  to  utilize  all 
equioment  attached  to  the  walls,  ceiling  or  floors  in  the 
kitchen  area,  which  equipment  belongs  to  the  Landlord, 
Georgetown  Prospect  Place  Associates  Limited  Partnership, 
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leasing  the  soace  to  Encore  under  the  attached  Store  Lease 
(Exhibit  A  to' this  letter).    You  ana  *e  agree  to  comply  with 
all  conditions  and  provisions  of  the  Store  Lease. 

As  to  free-standing  equipment  in  the  kitchen,  we  understand  the 
Landlord  has  a  contractual  right  to  purchase  any  such  property 
at  used  fair  market  value.    You  agree  with  us  that  we  can  have 
you  cause  the  Landlord  to  use  best  efforts  to  purchase  such 
equipment,  and  we  have  selected  the  items  listed  in  Exhibit  B 
to  this  letter  for  you  to  purchase.    We  will  reimburse  the 
Landlord    the  full,  mutually  agreed  price  of  such  items,  and  we 
will  become  the  legal  owners  of  such  items  upon  your  purchase 
of  them  from  Glorious  Food,  Inc.    If  the  Landlord  is  unable  to 
conclude  a  purchase  of  any  of  these  items,  and  at  a  price  we 
approve,  then  we  will  not  purchase  them.    We  understand  that 
the  Landlord  has  requested  information  as  to  original  cost  from 
Glorious  Food,  Inc.  many  months  ago,  and  has  not  received  a 
response,  and  that  previously,  Glorious  Pood,  inc.  had  quoted  a 
very  high  price  for' all  the  property.    You  and  we  agree  that 
you  will  immediately  cause  the  Landlord  to  advise  Glorious 
Foort,  Inc.  of  the  desire  to  exercise  the  Landord's  rights  to 
ourchase  prooerty,  and  that  the  Landlord  will  then  attempt  to 
conclude  the  matter  with  Glorious  Food,  Inc. 

Pending  such  purchase,  we  will  use  such  items,  and  will  be 
responsible  for  the  loss  or  theft  of  them.     On  the  first  day  we 
begin  using  the  kitchen  area,  we  will  sign  an  inventory  of 
these  items  to  evidence  that  we  have  received  them. 

4.    This  agreement  is  contingent  upon  the  Culinary  School  and 
you  obtaining  and  maintaining  all  necessary  licenses  for  the 
contemplated  operation. 

Encore  will  maintain  all  equipment  {other  than  equipment 
owned  by  us)  and  facilities  except  for:     (i)  sanitation  and 
deeming  of  the  kitchen  area  (cross-hatched  area  on  Exhibit  C 
hereto)?    fill  plumbing  drainage?   (iii)   light  bulb  replacement 
in  the  kitchen  area;  and  (iv)  routine  maintenance  of  cooking 
equipment.    The  Culinary  School  will  reimburse  Encore  for  any 
breakage  or  damage  identified,  to  any  property  of  Encore  or  the 
Landlord,  or  of  Glorious  Food,  Inc.   (owner  of  some  property 
pending  purchase),  other  than  normal  wear  and  tear,  or  damage 
caused  by  negligence  such  as  leaving  a  refrigerator  closed  and  off. 

6-      Culinary  School  will  pay  all  utility  bills  for  the 
facility  including,  electricity  and  gas,  which  shall  be  in  tne 
Culinary  School's  name,  its  phone  (but  not  the  restaurant's 
phone),  and  estimated  water/sewer  usage  (which  is  not  currently 
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metered).    Culinary  School  will  also  pay  $1,500  per  month  on 
the  first  of  every  month  (pro-rated  for  the  first  month) ,  to 
defray  a  portion  of  other  expenses  of  Encore  including  rent  to 
Landlord.    Culinary  school  will  provide  any  dumpster  service 
needed. 

7.  You  shall  have  no  liability  or  responsibility  whatsoever 
for  any  losses  as  a  result  of  personal  injury  or  property 
damage  which  the  Culinary  School  may  sustain  as  a  result  of  the 
work/study  program  which  shall  take  place  on  the  premises,  and 
all  and  any  claims  by  the  Culinary  School  in  that  regard  are 
waived* 

8.  The  Culinary  school  wiM  indemnify,  defend  and  hold  you 
harmless  from  any  and  all  liability,  lose  or  damage  which  you 
may  suffer  as  a  result  of  claims,  suits,  threats  of  suit,  or 
actions  resulting  from  the  negligent  acts  or  omissions  of  the 
School,  its  employees,  instructors  and  students  in  connection 
with  the  work/study  program  at  the  premises.    Further,  the 
Culinary  School  will  supply  sufficient  insurance  coverage,  with 
Encore  and  you  personally  named  as  insureds,  for  all  liability 
and  other  customary  coverages  of  the  entire  restaurant  _and 
school  operation  at  the" "demised "premises,  excluding,  however , 
liability  with  respect  to  the  service  of  alcoholic  beverages 
(as  to  which  you  may  either  decide  to  be  uninsured,  or  to 
obtain  your  own  insurance),  and  we  will  not  take  any  role  in 
the  service  of  alcoholic  beverages. 

9.  In  addition,  the  School  will  provide,  maintain  and  pay  the 
premiums  on  a  policy  of  personal  property  insurance  for  all 
personal  property  on  the  premises,  with  Encore  as  a  named 
insureds.     You  and  the  Culinary  School  waive  any  rights  of 
subrogation  under  our  insurance  policies  to  the  extent 
permissible  under  these  policies. 

10.  If  any  complaint  on  the  part  of  either  party  arises,  the 
designated  persons  to  handle  such  are  the  Executive  Vice 
President,  or  his  agent,  for  the  Culinary  School  and  Mr.  Robert 
Raymond  Elliott,  or  his  agent,  for  Encore* 

It.    You  will  manage,  or  provide  a  manager  for,  all  aspects  of 
the  Encore  Restaurant  operation.    The  manager  will  have  the 
responsibilities  for  the  general  operation  and  all  aspects  of 
the  ordering,  inventorying  and  sale  of  alcoholic  beverages.  He 
or  she  will  coordinate  the  food  production  needed  for  the 
restaurant,  the  intent  being  to  provide  us  with  joint  planning 
and  on-going  control  of  the  contemplated  operation  as  it 
r*l*^**. Jr°  Jrhe  CuLAn*ry  School's  interests  aid  your  interests. 
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Ind  iccountablr  t;  of  our  staff.  M  to  any  catering  or 
product^  of  food  for  wholesale  distribution  *™  *ilif^ald 
l3Kjr«ll2J^r  S  K!l  be  Stovided  a  SreJJoown  of 
direct  costs  if  you  request. 

Three  months  after  the  start  of  the  food  servi?e.°P«"i°^;d 
the  above  provisions  regarding  revenue  to  us  ™*^wed 
by  you  and  us  to  ascertain  their  fairness  given  our  agreed 
objective  to  have  fair  compensation  to  us. 

13.    The  terms  and  conditions  of  this  agreement  may  be  mutually 
changed  by  mere  verbal  agreement  by  you  Penally  or  your 
restaurant  manager,  and  by  anyone  on  our  b**a"  "he 
student,  provided  that  you  or  we  issue  a  written  notice  of  tne 
change  within  two  business  days. 

14      The  intent  of  this  agreement  is  to  enable  Encore 
i^taurant"^  carry  out  its  fitment  to  operate  a  fxrst  class 
restaurant,  and  for  us  to  provide  a  full-time  ""AXCy 
far  the  Culinary  5chool.    The  Culinary  School  specifically 
desires  to  nave^o  involvement  in  the  ordering,  inventorying, 
securinq  and  storage,  and  service  to  the  public  of  alcoholic 
beverages?    1 t  is  the  intention  of  you  and  us  to  comply  with 
all  orovisions  of  the  Store  Lease,  and  all  °£  E)f 

a,P»»--nts  you  have  wit*  neighbors  and  the  ANC  {Exhibits  D  ana  m, 
ana'wUh  all  rules!  regulations  and  requirements  of  the  Alcoholic 
Beveraaes  Control  Board. 


[End  of  Page! 
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Please  evidence  your  agreement  with  the  above  by  signing  and 
returning  a  copy  of  this  letter. 

Sincerely, 


Ray  jPennell 
Executive  Vice  President 


y 


AGREED : 


ENCORE  RESTAURANT,  INC, 


BY 


TJoEe  rT^Raymond  ~£lTi"a 1 1 
President 


Date 
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300  G  St.  N.E. 
Washington.  D.C.  20002 
(202)  643-7353 


June  27,  1990 


John  G.  Stone,  III,  Ph.D. 
Executive  Director 
District  of  Columbia 

Education  Licensure  commission 
717  14th  Street,  NVf,  Suite  801 
Washington,  DC  20005 

Deer  Dr.  Stone: 

We  appreciate  the  cooperation  that  you  and  your  staff  have 
extended  to  us    during  these  difficult  last  few  months.    He  wish 
to  continue  working  with  you  as  we  complete  our  efforts  to  wind 
up  the  affairs  of  the  Culinary  School  of  Washington. 

As  our  attorney  mentioned  to  vou  yesterday,  due  to  the 
requirements  of  the  bankruptcy  laws  and  the  regulations  of  the 
U.S.  Department  of  Education,  it  does  not  appear  possible  for  the 
School  to  complete  its  orderly  closure  by  June  30  in  accordance 
with  the  agreement  reached  with  the  Education  Licensure 
Commission  last  February,    Yesterday,  the  School  received  a  one- 
month  extension  of  its  Use  Agreement  with  D,C.  Public  Schools 
until  July  31.    A  copy  of  a  letter  from  Me.  Veronica  Falwell, 
Acting  Realty  Officer  for  yzPS,  approving  such  extension  is 
enclosed  herewith.    By  this  letter,  I  respectfully  request  that 
the  Commission  extend  the  School's  license  for  an  additional 
month  for  the  limited  purpose  of  effecting  an  orderly  closure  of 
the  School.    Other  than  the  extension  until  July  31,  1990,  the 
School  wishes  the  February  27,  1990  agreement  to  remain  in  effect 
without  modification. 

The  request  is  made  necessary  not  only  because  of  the 
difficulties  the  School  has  encountered  in  trying  to  wind  up  the 
operations  with  a  skeleton  staff  (at  present  only  one  person  is 
on  the  School's  payroll — Esr^na  Cvxkula) ,  but  also  because  of 
certain  regulations  of  the  Department  of  Education  which  preclude 
an  institution  from  receiving  title  IV  funds  unless  the  institution 
is  licensed  and  eligible  to  receive  funds  not  only  when  such 
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funds  are  earned,  but  also  when  such  funds  are  received. 
The  School  is  currently  working  with  officials  at  the  Department 
of  Education  to  resolve  certain  issues  regarding  Pell  grant 
funds  payable  to  students  of  the  School.    If  the  Commission 
does  not  extend  the  School's  License,  when  the  current  dispute 
is  resolved  the  School  will  he  ineligible  to  receive  payment  under 
Title  IV — even  if  the  funds  were  earned  while  the  School  was  a 
fully  licensed  and  accredited  institution. 

We  sincerely  appreciate  whatever  efforts  you  can  take  to 
extend  the  School's  license  for  an  additional  month. 


Mary  Ann  Xibarian 
President 


Enclosure 


ccx    Steven  P.  Mat thews ,  Eso. 
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GOVERNMENT  OF  THE  DISTRICT  OF  COLUM8!A 
EDUCATION  UCGNSUftE  COMMf&StON 


t|*  lit 
pak  •««»»  fir  o 


June  ?8>  1990 


U.S.  Department  of  Education 
7*0  Street,  S.W.,  Roo#  3522 
Washington,  O.C.  20202 

Dear  Hi. 


Enclosed  i*  j  letter  fro*  the  Culinary  School  of  Washington.  Ltd, 
requesting  an  extension  of  thirty  00}  days  of  their  license  to 
operate  In  the  District  of  Columbia.  As  you  know  Stephen  Ketthews, 
the  attorney  representing  the  school*  signed  an  agreement  on 
Ftbrutrf  Z7  ,  iggo  with  the  Commission  which  allowed  the  school  to 
continue  to  operate  towards  an  orderly  closure.  That  agreement 
provide*  for  final  operation  of  the  school  to  end  on  June  30.  1990. 

The  school  bases  their  request  for  an  extension  on  "certain 
regulations  of  the  Department  of  Education  which  preclude  an 
Institution  from  receiving  Title  I¥  funds  unless  the  Institution 
1$  licensed  and  eligible  to  receive  funds  not  only  nhen  such  funds 
are  earned,  but  also  when  such  funds  are  received*. 

The  Commission  wants  to  know  if  the  Commission  does  not  extend  the 
school's  license  will  the  school  be  ineligible  to  receive  p*y«ent 
undtr  Title  IV  even  if  the  funds  were  earned  while  the  school 
Mas  a  fully  licensed  and  accredited  institution. 


Response  yes 


Sincerely, 

Douglas  F .  Somerville 
Chief 

Ron-Degree  Division 


Enc  tosure 


7,;  ,  BEST  COPY  AVAILABLE 
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GOVERNMENT  OF  THE  DISTRICT  OF  COLUMBIA 
EDUCATION  UCCN$U*£  COMMISSION 


■  II'     N  MP 

■  111 


Mr  A  IN  >MC  T  Of*     P  C 

ifOl.  til  »«it 


•  August  23,  1989 


Dim*  Haines,  Chief 

Office  of  Compliance 

O.C.  Department  of  Consumer 

and  Regulatory  Affairs 
614  H  Street,  N.tf.,  Boon  110S 
Washington,  O.C.  20D01 

Dear  H$.  Haines: 

Thank  you  for  sending  to  Mr.  Somerville  copies  of  the  investitive 
report  on  complaints  by  students  of  the  Culinary  School  of  Washington 
(December  30,  1936)  end  the  supplemental  report  (March  U,  1988).  It 
appears  that  most  of  the  complaints  were  found  to  be  groundless  or 
resolved,  except  the  specific  complaints  about  the  lack  of  refunds  that 
students  believed  to  be  due  to  them. 

As  I  understand  your  cover  memoriHum,  the  complaints  about  refunds 
are  in  some  part  stilt  being  pursued  by  DOU.    Thi  handling  of  specific 
complaints  under  the  consumer  protection  laws  by  DCRA  is  both  appropriate 
and  consistent  with  Reorganization  Plan  Ho.  3  of  19W,  wtiich  transferred 
the  licensing  of  proprietary  schools  from  DCRA  to  this  Commission.  Several 
areas  covered  by  the  com/Uints  are  being  investigated  by  the  Commission 
and  DCRA  in  connection  with  more  recent  complaints.    The  Commission 
considers  many  factors  in  its  action  on  a  license,  and  the  matters 
described  in  the  materials  you  sent  us  are  relevant.    However,  the  best 
recourse  of  individual  consumers  for  action  on  particular  complaints  is 
still  the  DCRA.    The  sanctions  of  this  Commission  are  revocation  of  license 
or  prosecution  for  violating  the  licensing  regulations. 

The  exchange  of  information  between  the  DCRA  and  the  Commission,  and 
coordination  of  investigations  and  responses  to  student  complaints,  is  one 
of  our  objectives.   We  have  been  doing  well  together  since  the  Commission 
took  over  licensing  these  schools  in  January  1989,  and  !  hope  that  you  will 
continue  to  keep  us  informed. 


700 


Page  2 

Diana  Haines 
August  23,  1989 


WUh  respect  to  the  complaints  involving  Federal  student  loans  and 
grants,  the  U,S.  Departntnt  of  Education  and  its  guarantee  agencies 
regularly  audit  the  schools,  and  have  the  capacity  to  ensure  repaints 
when  required.  Ve  regularly  comunicate  with  the  Department  of  Education 
when  we  receive  a  complaint  about  Federal  loans  or  grants,  or  when  they 
conduct  an  audit.  Recently,  the  Department  of  Education  completed  an  audit  of 
the  Culinary  School  of  Washington  and  we  are  awaiting  the  report. 

Again,  thank  you  for  sending  the  information,  and  please  continue  to 
coordinate  with  us  your  investigation  of  schools  subject  to  licensure  by  the 
Cwwiission.    Ve  will  do  the  same  with  witters  under  your  jurisdiction. 


BEST  COPY  AVAIUBLF 
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COMMONWEALTH  of  VIRQIKIA 

DEPARTMENT  OF  I  DO  CATION 

r  0  BOK  60 


STATEMENT  PRESENTED  TO  THE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 
V.  5,    SENATE  COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 
SAM  NUNN,  CHAIRMAN 
BY 

CHARLES  W.    F1NLEY ,  ASSOCIATE  DIRECTOR 
PRO PR I ETARV  SCHOOL  SERVICE 
VIRGINIA  DEPARTMENT  OF  EDUCATION 
SEPTEMBER  12,  1990 


702 


Mr*  chairman  and  Members  of  the  committee,  I  am  pleased  to 
provide  the  following  information  ralativa  to  tvo  topics  of  concern 
to  tha  committee :  Tha  Culinary  school  of  Washington ,  Ltd.  and 
regulation  of  proprietary  schools  at  tha  stata  level.  X  trust  that 
tha  information  will  ba  helpful. 

Z  rsad  with  intarast  tha  minutas  from  tha  sacond  sassion  of 
your  hearing*  hald  Fabruary  20,  26,  1990,  and  hava  drawn  on  soma 
of  tha  comments  as  a  basis  for  tha  comments  here. 


What  follows  is  a  chronological  listing  of  kay  avants  in  tha 
pariod  of  tiaa  tha  Culinary  School  of  Washington  (CSW)  oparatad 
campusas  in  tha  Comsonvaalth  of  Virginia  (va  should  nota  that  staff 
of  ths  committee  has  alraady  obtainad  copies  of  partinant  documants 
ralatad  to  thasa  activities  undar  tha  provisions  of  tha  Virginia 
Fraadom  of  Information  Act) : 

13  January  itaa  —  Tha  staff  racaivad  an  application  and 
supporting  documentation  for  a  csrtificata  to  operata  a 
Fairfax  County  campus  CSW.  Prior  to  this  tims,  va 
racaivad  numarous  talephona  calls  and  bits  of  information 
from  this  organisation  ovar  a  pariod  of  approximately  two 
yaars  regarding  out  of  stata  approval  status  and  other 
matters. 

27  January  ltsa — The  results  of  the  initial  review  of  tha 
application  was  sent  by  latter  to  Mary  Ann  Kibarian, 
President  and  Director  of  school  * 

5  February  Itti — A  response  to  above  correspondence  was 
received  from  Ray  Pannall,  Executive  Vica  President. 

10  February  It aa — correspondence  was  sent  to  Ray  Pennell 
regarding  continuing  outstanding  matters  related  to  the 
application  process. 

la  February  Ites— The  required  on-site  precertif ication 
visit  to  Holiday  inn-Fair  oaks,  11787  Lee  Jackson 
Highway,  Fairfax,  Virginia,  was  conducted  by  Ms.  M»  Carol 
Buchanan,  Supervisor,  Proprietary  Schools*  She  was 
accompanied  by  Ray  pennell.  Mr.  Pannall  was  advised  of 
certain  items  which  continued  to  be  outstanding* 

4  March  i*es — The  outstanding  items  needed  to  complete 
the  application  process  were  received. 

March  if  as — A  Certificate  to  Operate  was  issued  to  the 
Culinary  School  of  Washington,  to  operate  a  campus  at  the 
Holiday  Inn-Fair  Oaks,  Fairfax,  Virginia. 


FAST  X    CCLXm**  SCHOOL  OF  WASXXKOTOM,  LTD* 
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2  May  1988— The  institution  submitted  the  required 
renewal  application  information  for  the  1988-89  fiscal 
year. 

80  Juae  itat — Renewal  application  approved  and  certifi- 
cate to  operate  issued. 

SO  September  1988 — The  institution  submitted  a  request 
to  include  Lee  Bakery/caterers,  6226  Old  Dominion  Dr. , 
Mclean,  Virginia,  as  auxiliary  classroom  location. 

14  October  1988 — An  on-site  visit  was  conducted  to  the 
McLean  location.  Ms.  Buchanan  was  accompanied  by  Mary 
Kay  Longo  from  CSW.  The  staff  issued  a  report  and  a 
letter  granting  approval  of  this  location. 

27  December  1988 — The  staff  received  a  request  to  add  an 
auxiliary  classroom  at  Dulles  International  Airport, 
Virginia. 

20  January  1989— An  on-site  visit  was  conducted  by  Ms. 
Buchanan,  she  was  accompanied  by  Hay  Pennell.  A  report 
and  a  letter  granting  final  approval  were  issued. 

8  May  1989— The  institution  submitted  an  application  for 
renewal  of  certificate  to  Operate  for  the  1989-90  fiscal 
year. 

SO  June  1989— The  application  was  approved  and  a  new 
cert i f ica te  issued . 

2S'  CTuoe  1989— An  on-site  monitoring  visit  to  Fair  Oaks 
location  was  conducted*  Ms.  Buchanan  was  again  accom- 
panied by  Ray  Pennell.  Student  files  were  not  available 
for  review,  and  Mr.  Pennell  was  advised  that  a  reinspec- 
tion  in  the  near  future  would  be  necessary.  During  this 
visit  she  spoke  with  the  instructor,  Harry  Nothstein  and 
several  students.  All  indicated  satisfaction  with  the 
program  at  that  point,  Mr.  Pennell  also  indicated  that 
they  were  considering  expanding  into  the  Richmond  market 
and  it  was  related  to  him  what  the  process  would  involve 
(i.e.  because  of  distance  involved,  they  would  not  be 
able  to  branch  and  a  complete  application  would  have  to 
be  submitted). 

7  August  1989 —  A  written  request  was  submitted  to 
approve  another  auxiliary  classroom  located  at  the 
westpark  Inn,  Tysons  Corner;  6401  Westpark  Drive,  Mclean, 
Virginia  (prior  to  this  date  numerous  phone  calls  had 
taken  place  regarding  the  isatter) .  An  on-site  visit  was 
conducted   on   this   date   as   well.      Ms.    Buchanan  was 
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accompli*  ltd  by  Jeanne  Kornely,  Vic*  President  for 
Coaaunications  and  Don  Kettler,  Education  Director. 
During  this  visit,  student  records  vara  inspected  ae  par 
follow-up  notad  on  tha  visit  raport  of  23  June.  Also 
during  this  visit ,  Ms.  Xornaly  and  Mr*  Kattlar  indicated 
that  thay  wished  to  opan  up  a  location  in  tha  Richmond 
in  tha  naar  future.  Ms.  Buchanan  inforaad  them  that  tha 
Richmond  location  could  not  be  a  branch,  dua  to  tha  dis- 
tance, and  that  a  complete  application  would  hava  to  be 
subaitted. 

10  August  l989~~Correspondence  was  sent  approving 
wastpark  Inn  Auxiliary  classroom. 

12  September  1989 — Ms.  Buchanan  advisad  J a anna  Kornaly 
that  wa  had  not  approvad  a  credit  hour  conversion  as 
published  in  revised  catalog  submitted  for  review. 

20  September  1*8* — Ms.  Kornely  submitted  the  information 
requested  regarding  credit  hour  conversion* 

1  Deceaber  1989 — The  credit  hour  conversion  was  approved. 

14  November  19*9 — An  application  for  a  certificate  to 
operate  a  school  at  tha  Executive  Motor  Inn,  Richmond, 
Virginia  was  received. 

30  November  1989 — A  letter  outlining  the  results  of  the 

initial  review  of  the  application  was  sent  to  Don 
Kettler,  Executive  Vice  President. 

Date  November,  early  December  1989 — Ms.  Buchanan  received 
a  telephone  call  from  Jeanne  Kornely  regarding  approval 
to  bring  students  to  Richmond  campus  on  a  "field  trip1*. 
She  related  to  Ms.  Kornely  that  she  was  unaware  of  any 
regulations  which  would  prohibit  a  "field  trip*1  and  gave 
her  approval  to  proceed. 

4  December  1*89 — The  staff  received  a  response  to  the 
correspondence  related  to  the  application  review  of 
11/30/89.  Up-to-date  financial  information  continued  to 
be  out  landing. 

14  December  19S9 — Ms.  Buchanan  conducted  a  precertif id- 
eation visit  to  Executive  Inn,  Richmond.  She  was 
accompanied  by  Donald  Kettler  and  Chef  Delain  Allen. 
During  the  tour  she  observed  ostensible  recruiting 
activities  taking  place. 

15  December  i989-~The  outstanding  financial  information 
needed  to  complete  application  was  received. 
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19  December  1M9 — A  letter  was  sent  to  Donald  Kettler 
with  copy  of  precertif ication  visit  report.  At  that  time, 
Mr*  Kettler  was  advised  to  cease  and  desist  any  recruit- 
ing activities  at  that  campus. 

20  December  19*t — Douglas  Sommerville,  DC  Education 
Licensure  Commission,  visited  the  office  to  discuss  CSW 
issues  and  problems  they  were  encountering  at  that  time* 

20  December  19*9 — A  facsimile  transmission  was  received 
from  Bud  Sawdy  pf  Bud  Sawdy,  Inc.,  Ft.  Lauderdale, 
Florida  concerning  numerous  allegations  against  the 
operation  and  management  of  CSW.  Mr.  Sawdy1  u  company  was 
hired  to  recruit  students  for  the  culinary  school. 

22  December  19S9  — Donald  Matthews,  a  representative  of 
Pud  Sawdyf  Inc.,  delivered  in  excess  of  $56,000  in 
Stafford  loan  program  checks  and  certain  enrollment 
contracts  from  CSW- Richmond  to  the  office. 

22  December  1989 — The  checks  were  sent  to  Eugene  cattio, 
Virginia  Education  Loan  Authority  via  certified  mail. 

27  December  X9S9— A  recommendation  to  issue  a  Certificate 
to  Operate  for  the  Richmond  location  was  withdrawn. 

2  January  1990 — Correspondence  was  sent  to  aarkev 
Kibarian,  chairman  of  the  Board,  CSW,  advising  him  of 
certain  violations  of  proprietary  school  regulations  and 
of  our  intent  to  deny  a  certificate  for  Richmond  and  to 
revoke  the  certificates  for  other  locations.  An  informal 
fact-f indinc  hearing  was  set  for  14  February  1990,  in 
Richmond. 

4  January  1990 — The  staff  received  correspondence  from 
the  State  Education  Assistance  authority  indicating  that 
Emergency  Action  was  imposed  *o  suspend  CSW*s  partici- 
pation in  Virginia's  student    oan  program. 

Early  January— The  staff  conducted  an  on-site  visit  to 
CSW-Richmond  to  determine  number  of  students  in  program 
and  to  advise  them  of  recent  actions  that  had  been  taken. 

5  January  1990— Ms.  Buchanan  conducted  unannounced  visits 
to  the  Holiday  Inn-Fairfax  and  westpark  Inn,  Mclean  to 
determine  number  of  students  in  program  and  to  advise 
the©  of  recent  actions. 

10  January  1990 — A  facsimile  was  received  from  Larry 
Dodds,  President,  ACCET,  requesting  Mr.  Finley's  presence 
on  a  special  on-site  visit  to  CSW-washington  campus. 
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11  January  litO— -A  letter  fro*  Judith  starts  Karp, 
Attorney,  informing  Kr.  Finley  that  CSW  filed  a  petition 
for  bankruptcy  under  Chapter  IX  and  that  the  state  could 
not  proceed  with  the  planned  revocation  action  was 
received. 

22  January  *••(> — *  letter  was  sent  from  Joan  Murphy, 
Assistant  Attorney  General,  Commonwealth  of  Virginia,  to 
Judith  S.  Karp,  Attorney,  advising  her  that  the  Virginia 
Department  of  Education  proceedings  were  excepted  froa 
the  stay  provisions  of  the  bankruptcy  petition  and  our 
actions  would  continue. 

7  February  if  to— The  staff  was  interviewed  by  Robin 
Alverese  and  LaRoss  C.  Campbal 1 ,  office  of  the  Inspector 
General  as  part  of  their  investigation  of  the  CSW- 
Washington. 

12  February  1990 — A  letter  from  Stephen  Matthews, 
Attorney,  advising  us  that  the  CSW  agreed  to  voluntarily 
withdraw  its  application  for  a  certificate  to  operate  a 
proprietary  school  in  Richmond  was  received. 

12  February   1**0—  A  letter  was  sent   to  Mr.  Matthews 

asking  him  to  remind  CSW  that  it  was  also  necessary  to 
relinquish  its  certificate  to  operate  the  Fairfax 
locations. 

IS  February  1990 — The  Department  received  the  certificate 
to  operate  for  the  Fairfax  locations. 

22  February  If  to — A  letter  was  sent  to  Mr.  Matthews 
advising  him  that  we  agreed  to  the  recent  actions 
initiated  by  the  CSW  and  that  arrangements  would  be  made 
in  the  near  future  to  secure  the  necessary  student 
records.  Subsequently,  the  staff  agreed  to  allow  the 
records  to  be  retained  by  the  D.C.  Education  Licensure 
Commission  and  secured  a  verbal  commitment  to  have  access 
to  Virginia  student  records  as  necessary.  As  of  this 
writing,  the  Culinary  School  of  Washington  has  requested 
release  from  liability  under  surety  bonds  held  by  the 
Commonwealth.  Thus  far,  we  have  refused  to  release  them 
until  such  time  as  we  are  reasonably  certain  that  all  of 
the  students  enrolled  at  the  Virginia  campuses  have  been 
graduated  or  their  financial  accounts  settled  or  that  the 
insurance  company  will  honor  claims  retroactively. 

Our  experience  with  this  institution  has  taught  us  the 
importance  of  continuing  to  be  diligent  in  reviewing  the  activities 
of  schools  under  our  authority  and  to  act  quickly  when  problems 
become  apparent. 
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FART  IX     STATS  REGULATION  OF  PROPRIETARY  SCHOOLS 

INTRPDUCT.ISK 

The  state  Board  of  Education  in  the  Commonwealth  of  Virginia 
began  regulating  certain  proprietary  schools  following  passage  of 
statutes  and  regulations  governing  their  operations  in  1970.  At 
that  time,  there  were  approximately  50-6O  schools  in  operation. 
Today,  the  staff  of  the  Proprietary  School  service,  Department  of 
Education  has  the  responsibility  for  monitoring  the  activities  of 
159  certified  schools  and  branch  campuses.  Of  that  number,  39  are 
schools  for  handicapped  children  which  offer  regular  academic 
programs  for  children  who,  primarily,  arr  .eferred  by  public  school 
divisions.  These  schools  are,  obviouny,  not  included  in  this 
discussion.  The  remaining  schools  are  classified  by  statute  as 
"proprietary  career  schools"  since  they  are  preparing  individuals 
for  entry-level  employment  in  non-licensed  occupations  or  are 
providing  training  to  upgrade  an  individual's  previously  learned 
occupational  skills*  Schools  which  train  individuals  for  employ- 
went  in  licensed  occupations  are  regulated  by  the  state  agency  or 
board  which  issues  the  occupational  license  to  graduates  who  meet 
the  requirements  for  licensure  and  degree-granting  institutions 
(proprietary  or  other)  are  regulated  by  the  State  Council  for 
Higher  Education  in  Virginia  (see  ATTACHMENT  A).  These  insti- 
tutions are  not  included  in  this  discussion. 


SI&Ef 


The  staff  of  the  service,  responsible  for  the  day-to-day 
licensing  and  monitoring  activities  for  the  Board,  is  comprised  of 
two  professionals  with  a  combined  total  of  17  years  of  experience 
in  the  positions  and  one  administrative  support  position. 
Approximately  75%  of  the  schools  are  visited  each  year  by  staff  to 
insure  that  they  are  continuing  to  comply  with  applicable  statutes 
and  regulations.  In  addition,  the  schools  are  required  to  renew 
their  certificates  annually.  This  process  is,  primarily,  a  desk 
audit  of  information  submitted;  however,  the  staff  has  the 
prerogative  to  conduct  an  on-site  visit  to  confirm  the  contents  of 
the  application.  Files  containing  extensive  information  on  all 
aspects  of  the  school's  operation  are  maintained  for  all  certified 
schools.  Copies  of  all  applic  tion  forms  currently  in  use  are 
found  at  ATTACHMENT  B. 


KEgtfLftTIQES 

The  current  regulations  governing  the  operation  of  schools 
have  been  in  effect  since  1970.  The  state  Board  of  Education  is 
in  the  process  of  adopting  substantial  revisions  to  those  regula- 
tions for  the  first  time  since  their  initial  adoption.  The  staff, 
in  preparing  the  revisions  to  bring  the  regulations  in  line  with 
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current  practices,  took  into  consideration*  1)  the  Many  changes 
in  the  operation  of  schools  since  the  initial  adoption  of  the 
regulations;  2}  problems  and  successes  encountered  in  the  state 
over  the  years;  and,  3)  information  gleaned  fro*  our  counterparts 
in  other  states  regarding  their  regulations  and  practices*  We  feel 
that  the  proposed  changes  will  provide  the  following  primary 
benefits  to  both  staff  of  the  Department  and  the  schools:  1) 
Clearer  statements  of  the  requirements  for  securing  and  expecta- 
tions for  maintaining  certificates;  2)  Provisions  to  help  eliminate 
problem  schools  and  operators  from  operating  in  the  state;  and,  a 
student  Tuition  Guaranty  Fund,  which  will  ultimately  replace  the 
current  inadequate  bonding  requirements,  to  provide  refunds  to 
students  who  are  attending  an  institution  which  unexpectedly  closes 
without  making  provisions  for  students  to  complete  their  programs 
or  fails  to  make  refunds  to  those  students.  These  regulations,  for 
the  first  time,  provide  explicit  guidelines  for  closing  schools, 
including  specific  language  concerning  bankruptcy  actions  filed  by 
schools,  and  specific  guidelines  for  reporting  financial  informa- 
tion to  the  Board*  Copies  of  the  current  regulations  and  the 
proposed  revisions  the  Board  will  consider  for  adoption  are  found 
at  ATTACHMENT  C. 

Although  the  primary  focus  of  the  statutes  and  regulations  in 
Virginia  is  consumer  protection,  there  are  some  areas  intended  to 
provide  some  quality  controls  for  school  operations  such  as 
administrators  and  faculty  qualifications,  student  services 
provisions  and  updated  requirements  for  programs  offered.  We  have, 
for  the  most  part,  an  excellent  working  relationship  with  the 
schools  operating  in  Virginia.  While  we  have  not  revoked  or 
suspended  a  certificate  during  the  time  schools  have  been  required 
to  be  certified,  several,  including  the  Culinary  School  of 
Washington,  have  closed  under  the  threat  of  negative  action. 


ACCREDITED  INSTITUTIONS 

Currently  there  are  27  schools  with  16  branch  campuses  cer- 
tified in  Virginia  which  hold  accreditation  by  a  regional  or 
national  agency  recognized  by  the  U.S.  Department  of  Education. 
These  schools  comprise  351  of  the  career  schools  operating  in  the 
state;  however,  these  institutions  enroll  more  than  50%  of  the 
total  number  of  students  entering  proprietary  schools  annually, 
fhe  most  obvious  reason  for  this  fact  is  the  availability  of 
financial  aid  for  students  who  qualify.  A  secondary  reason  is  the 
high  visibility  of  these  schools  through  their  recruiting  efforts 
which  often  are  not  available,  for  financial  reasons,  to  smaller 
schools  (e.g.  direct  mailings  to  large  areas,  television  advertis- 
ing, etc.).  The  staff  has  seen  several  small  schools  experience 
tremendous  growth  once  they  have  q&it\06  accreditation. 

The  staff's  relationship  with  the  accrediting  agencies  has 
been,    for   the   most  part,    excellent.      AICS  has  been  the  most 
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cooperative  agency  accrediting  schools  in  Virginia  and  most  of  the 
accredited  schools  in  Virginia  are  AICS  schools.  Until  recently, 
the  Southern  Association  of  colleges  and  schools  (SACS)  has  been 
the  least  communicative.  All  of  the  agencies,  with  the  exception 
of  SACS,  invites  the  staff  to  participate  as  observers  with  teams 
visiting  the  schools* 

In  addition,  all  of  the  accrediting  agencies  now  include  state 
proprietary  school  administrators  on  their  sailing  lists  and 
provide  us  with  the  opportunity  to  connent  on  many  facets  of  their 
operations  including,  hut  not  limited  to,  changes  in  accrediting 
standards  for  schools,  we  also  have  the  opportunity  to  participate 
in  meetings  and  conferences  sponsored  for  their  member  schools* 

It  is  the  staff's  opinion  that  accrediting  agencies  need  to 
be  able:  1)  to  act  more  quickly  to  remove  accreditation  when 
warranted;  2)  set  measurable  standards  to  determine  when  a  school 
will  and/or  will  not  be  accredited;  and,  3)  advise  the  public  of 
both  positive  and  adverse  actions*  Specific  provisions  must  be 
enacted  to  prohibit  schools  which  have  been  found  not  in  compliance 
with  the  agencies'  standavds  to  continue  to  maintain  accreditation 
during  lengthy  due  process  proceedings.  We  have  witnessed 
instances  where  schools  were  clearly  not  in  compliance  with 
accrediting  standards  but  continued  to  maintain  accredited  status 
for  a  year  or  more  before  final  action  was  taken.  All  the  time, 
the  schools  continued  to  enroll  students  and  collect  federal 
student  financial  aid  monies. 

Another  positive  step  in  this  process  would  be  to  limit  school 
owners'  control  of  accrediting  actions  by  placing  it  in  the  hands 
of  an  accrediting  commission  whose  membership  is  from  outside  the 
membership  of  the  association.  Today's  system  of  having  school 
owners  as  the  majority  membership  of  accrediting  commissions  could 
by  likened  to  the  inmates  guarding  the  prisons. 


MOTIONS  WITH  USDE 

Until  approximately  18  months  ago,  the  states  had  little  to 
no  contact  with  officials  of  the  U.S.  Department  of  Education.  From 
June,  1989,  however,  the  complete  opposite  has  occurred.  Through 
the  combined  efforts  of  officials  of  the  National  Association  of 
State  Administrators  and  Supervisors  of  Private  Schools  (NASASPS) 
and  USDE,  the  lines  of  communication  have  been  opened  through 
participation  in  conferences  and  a  series  of  monthly  telephone 
conferences  calls  originating  in  the  Eligibility  and  Certification 
Branch.  These  conference  calls  cover  a  wide  variety  of  topics 
determined  by  activities  of  USDE  and  the  desires  of  state  ad- 
ministrators. The  Department  canvasses  the  regularly  participating 
states  prior  to  the  calls  to  get  ideas  for  agenda  topics. 
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This  has  enabled  all  interested  parties  to  receive  answers  to 
questions  regarding  both  USDS  and  state  operations  and  to  put 
voices  (at  least}  with  names.  A  copy  of  a  sample  agenda  is  found 
at  ATTACHMENT  D. 

Based  on  the  limited,  but  growing,  knowledge  of  the  operation 
of  the  Federal  student  aid  programs ,  it  appears  that  adequate 
oversight  is  deficient  due  to  staffing  problems  within  USDE  and  to 
the  large  number  of  participants  in  the  program*  As  we  learn  more 
about  the  federal  bureaucracy,  it  also  appears  that  the  regulatory 
process  is  extremely  cumbersome  and  complicated.  Procedure*  should 
be  implemented  which  would  allow  the  staff  to  act  more  quickly  when 
problems  occur  and  to  provide  increased  input  from  the  states*  As 
far  as  we  can  determine,  staff  of  USDE  is  making  every  effort  to 
adequately  administer  the  programs. 

It  is  our  opinion  that  the  current  three-step  eligibility  and 
certification  process  is  a  good  one;  however,  some  changes  in 
accrediting  procedures  as  previously  mentioned  and  greater  input 
from  the  state  would  enhance  the  process. 


HASASES 

It  is  our  understanding  that  your  committee  has  already 
received  information  on  the  National  Association  of  State  Admin- 
istrators and  Supervisors  of  Private  Schools  (N AS AS PS) •  The 
association  is  comprised  of  state  government  employees  who  have  the 
responsibility  for  the  approval  and  monitoring  of  the  activities 
of  proprietary  schools.  Although  the  objectives  of  the  association 
have  changed  somewhat  since  its  founding  in  the  early  1970s,  it 
still  serves  as  a  primary  information  and  idea  sharing  forum.  Each 
year,  the  Association  holds  a  conference  at  which  topics  of 
interest  to  state  administrators  are  discussed.  Information  is 
drawn  from  speakers  from  state  and  federal  agencies,  accrediting 
agencies  and,  at  times,  the  private  business  sector.  For  the  first 
time  in  a  number  of  years,  staff  members  from  USDE  participated  in 
the  1989  conference-  In  1990,  more  than  a  dozen  USDE  staff  people 
attended  and  participated  in  the  conference.  A  listing  of 
conference  participants  and  a  program  from  the  1990  conference  is 
found  at  ATTACHMENT  E. 

In  January,  1990,  an  attempt  was  mad©  to  revive  a  loosely-knit 
organisation  known  as  TRIAD.  At  some  point  prior  to  my  tenure  in 
this  position  this  organization  was  organized  to  consider  and 
resolve  concerns  about  proprietary  schools  in  the  country.  The 
organization  was  comprised  of  members  coming  from  state  government, 
accrediting  agencies,  and  the  federal  government.  Due  to  unforseen 
problems  at  the  federal  level,  USDE  was  unable  to  participate  in 
the  January  meeting?  however,  state  officials  and  accrediting 
agency  representatives  met  to  address  the  state  of  proprietary 
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•ducat ion  in  the  country.  A  copy  of  the  published  report  of  the 
acting  is  found  at  ATTACHMENT  F. 


ffltfSIMg  AND  RECOMMENDATIONS 

It  is  sy  opinion  that  the  regulation  of  proprietary  schools 
and  the  Federal  student  aid  programs,  in  general,  is  not  in  as  bad 
a  shape  as  eoae  individuals  would  have  the  public  believe,  of 
course,  there  is  alvays  room  for  improvement  and  steps  are  being 
taken  across  the  country  to  improve  the  process.  Witness  the 
revision  of  existing  statues  and  regulations  at  the  state  level  and 
the  beefing  up  standards  by  some  accrediting  agencies. 

In  closing,  we  would  like  to  put  forth  the  following  recommen- 
dations to  improve  the  total  process: 

1.  At  the  state  level,  we  need  to  continue  to  seek  ways 
to  improve  and  strengthen  the  regulatory  process 
through  the  exchange  of  information  and  ideas.  The 
forua  provided  by  HAS  AS  PS  is  an  excellent  way  of 
doing  this  and  continued  input  by  the  federal 
government  and  the  accrediting  agencies  is  essen- 
tial. 

2.  The  federal  student  aid  programs  should  be  restruc- 
tured to  deemphasize  loans  to  some  students  in 
proprietary  schools.  Perhaps  some  of  the  money  in 
the  Stafford  Loan  program  could  be  diverted  to  the 
College  Work  Study  Program  for  students  enrolled  in 
occupational  training  programs .  students  in 
proprietary  schools  who  are  generally  under  educated 
and  unaccustomed  to  working  would  be  able  to  gain 
valuable  work  experience  and  insight  into  the  world 
of  work. 

3.  Revise  the  requirements  for  continued  eligibility 
and  certification  to  place  limits  on  the  percentage 
of  total  income  school  owners  can  derive  from 
federal  student  financial  aid  sources.  If,  as  we 
have  seen  from  school  collapses  around  the  country 
including  superior  Training  Services,  schools  are 
totally  dependent  on  student  aid  for  income,  any 
change  in  the  disbursement  procedures  or  amount  of 
funding  available  immediately  puts  a  school  on  shaky 
financial  ground. 

4.  Revise  the  regulations  governing  the  student  aid 
programs  to  require  that  owners  return  a  minimum 
percentage  of  their  profits  into  the  institution  to 
improve  effectiveness  and  efficiency. 
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5.  Revise  the  requirement*  for  eligibility  and  certi- 
fication to  require  that  USDE  investigate  ail 
holdings  and  corporate  interests  of  proprietary 
school  owners  to  attempt  to  avoid  methods  owners  can 
use  to  channel  monies  to  other  companies  for  their 
own  gain.  For  example,  as  in  the  ACT  Travel  School 
scenario,  an  owner  can  form  a  separate  company  of 
which  he/she  is  the  sole  owner  for  the  purpose  of 
purchasing  or  building  property,  He/She  then  rents 
from  the  company  and ,  in  essence ,  pays  rent  to 
him/herself- 

6.  Provide  USDE  sufficient  staff  to  conduct  on-site 
audits  or  reviews  of  participating  schools  during 
each  eligibility  cycle  at  the  institution's  expense. 
If  staff  cannot  be  hired,  the  audits  or  reviews 
could  be  done  on  a  contractual  basis  with  eligible 
reviewers  trained  by  staff  of  USDE. 

7.  Establish  and  enforce  criminal  penalties  against 
schools  which  violate  student  aid  program  guidelines 
and  act  quickly  when  violations  are  found. 

8.  Require  accrediting  agencies  to  establish  accredit- 
ing commissions  devoid  of  school  owners  or  officials 
if  they  seek  continued  recognition  by  the  Secretary 
of  Education.  The  members  of  the  association  (i.e. 
the  schools)  could  still  set  the  standards  for 
accreditation  but  the  determination  regarding 
accredited  status  would  not  be  made  by  the  schools. 

9.  Amend  existing  bankruptcy  statutes  to  provide 
protection  for  students  who  are  attending  schools 
which  enter  bankruptcy  actions  to  avoid  fulfilling 
their  obligations  to  students  and  creditors. 

Again,  I  appreciate  having  the  opportunity  to  provide  this 
information  to  the  committee  and  hope  that  it  will  be  of  value. 
I  would  like  to  acknowledge  the  contribution  of  my  assistant ,  Ms. 
K.  Carol  Buchanan,  Supervisor,  Proprietary  School  Service,  in  the 
preparation  of  this  report  and  the  actions  against  the  Culinary 
School  of  Washington,  Ltd,  It  was  she  who  did  most  of  the 
paperwork  and  all  of  the  on-site  visits  in  the  CSW  situation. 
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STATE MSN* 

or 

RICHARD  H.  WEBSTER 
STAFF  INVESTIGATOR 
FOR 

THE  PERMANENT  SUBCOXHITTRE  ON  INVESTIGATIONS 

On  August  23,  1990  I  conducted  e  civitv  of  the  following 
newspaper  erticlea  concerning  allegetione  of  misappropriation  of 
funds  fro*  Southeastern  University  in  Washington,  D.cT 

1).  September  9,  1983  Washington  Post,  Psgs  B6. 
"University  Official  Fired  After  Purchasing  Probe." 

11'  ■**nu*ry  5'  ;S84,  Washington  Post,  "Southeastern 
University  Sue!  Former  Business  Kanager  Over  Funds.* 

3),  July  30,  1985,  Washington  Post,  "Bx-College  Official 
Plsads  Guilty.  " 

The  articles  disclosed  events  occurring  in  1981 
concerning  an  audit  of  Southeastern  University  funds  that  showed 
5100,000  of  university  funds  had  been  channeled  to  the  Culinary 
School  of  Washington,  of  which  the  then  president  of  the 
university,  Barkev  Kibarien,  was  a  trustee.  The  universitv 
fired  the  business  manager  who  subsequently  sued  the  school,  ih 
depositions  filed  in  that  suit,  university  trustees  accused  the 
business  manager  of  misappropriating  the  funds ,  The  business 
manager  contended  she  had  been  fired  without  e  hearing  and  that 
she  never  knew  certain  purchase  orders  were  being  used  to 
finance  the  cooking  school,  Kibarian  was  forced  to  resign  after 
the  audit  report  but  was  not  charged  with  criminal  wrongdoing , 
according  to  the  articles.  * 

Pn  l$&0i    •  review  of  court  records   on  file 

with  the  District  of  Columbia  Superior  Court  disclosed  the 
following j  Ort  November  4,  1980,  the  Washington  D.C.  CPA  firm  cf 
Wayne  Kendrick  fc  Company  ("the  firm")  published  s  special  audit 
report  to  the  Southeastern  University  Board  of  Trustees  for  the 
fiscal  years  ending  July  31,  1978  and  July  31,  1979.  This 
examination  disclosed  a  pervasive  use  of  university  funds, 
facilities,  equipment,  and  personnel  for  the  benefit  of  Culinary 
School  of  Washington,  Ltd.  {"the  culinary  school").  (Exhibit 
k  i  **P*ndltur#*  were  made  by  checks  signed  by  Or.  Barkev 
Siberian  and  one  other  University  employee.  These  expenditures 
include  those  for  edvertising  in  the  Washington  Post  and 
Washington  Star,  printing,  personnel  costs,  telephone  answering 
services,  testbook  purchases,  rental  of  facilities  at  Mount 
Vernon  College,  and  postage  totalling  over  $104,000. 
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ADVERTISING  and  RECRUITING 

The  finai  review  of  the  university ' *  expenditures  for 
Advertising  And  recruiting  disclosed  that  an  accounting 
adjustment  was  made  in  February  1980  for  payments  to  a  local 
advertising  agency  for  publications  that  would  be  more 
appropriate  for  the  culinary  school  than  for  the  university, 
according  to  the  report .  The  expenditures  were  paid  by  the 
university  tor  culinary  school  advertisements  in  the  Washington 
Star  and  the  Washington  Post  were  $11,614.30  and  $3,265.74 
respectively.  The  total  amount  of  the  advertising  agency 
charges  of  the  culinary  school  paid  for  by  the  university  was 
$40,426.89. 

PRINTING 

The  firm  examined  the  invoices  of  a  local  prirtin_ 
company  uaed  by  the  university.  They  determined  that  payment* 
by  the  university  for  culinary  school  expenses  totaled  over 
$27,000  and,  at  the  time,  an  additional  $14,000  of  culinary 
echool  expenses  remained  unpaid  in  the  university's  account  at 
the  printing  company. 

SALARIES  OF  UNIVERSITY  EMPLOYEES 

The  firm  determined  that  proper  accounting  procedurea 
were  not  followed  for  the  payment  of  salaries  to  university 
employees.  One  individual,  Robert  L.  Green,  had  a  file  which 
contained  neither  salary  nor  job  responsibilities  information. 
Aa  a  test  to  verify  payroll/  the  firm  controlled  the 
disbursement  of  check*  for  the  pay  p*  *od  ending  March  1,  1980. 
They  reported  th".*  in  prior  pay  periods  Robert  L.  Green  was 
regularly  paid  a  *  ^bstantially  greater  salary  than  any  of  he 
other  instructors ,  however,  he  did  not  appear  on  the  controlled 
payroll  or  on  subsequent  payrolls.  There  were  no  personnel 
records  for  Green  and  no  explanation  for  his  apparent 
dismissal*  There  were  no  record  of  Green  having  taught  classes 
at  the  university.  At  the  time  the  firm  determined  Gremn  was  an 
instructor  at  the  culinary  school  through  a  telephone  call  to 
the  culinary  school.  The  firm  uncovered  other  evidence  which 
confirmed  thst  Green  was  an  instructor  at  the  culinary  school. 
They  reviewed  records  at  the  printing  company  which  indicated 
thst  documents  were  printed  inviting  prospective  students  for  a 
-cruise  up  the  Potomac  on  the  87  foot  luxury  motor  yacht 
Strathbelle  to  meat  Master  Chef  Bob  Grmen,  Director  of 
Instruction  of  the  col lege . m  Also,  the  univer s ity  paid  for 
business  cards  for  Green  that  indicated  he  waa  vice  president 
for  academic  affaire  at  the  culinary  echool  on  October  4,  1979. 

OTHER  CULINARY  EXPENSES  CHARGED  TO  THE  UNIVERSITY 

The  university  purchar«d  $0  copies  of  the  textbook,  Thft 

ESvttfSlonftl  Chtlf    which    was    promoted    in    culinary  school 

literature  rs  being  their  primary  textbook  for  classes. 
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The  university  used  a  wiling  service  and  maintained  a 
computerised  mailing  list.  On*  individual  known  to  the  firm 
called  the  university  to  request  a  university  catalog.  This 
individual  racaivad  culinary  school  literature  instead  of  a 
university  catalog* 

Tha  firm  determined  other  benefits  received  by  the 
culinary  school  without  reimbursement  to  the  university.  The 
exact  nature  of  these  benefits  could  not  be  determined  due  to 
the  lack  of  proper  documentation  of  univeraity  expenses* 

On  August  29,  1*90,  a  Southeastern  University  official 
related  that  in  1981,  an  Assistant  U.S.  Attorney  from 
Alexandria ,  Virginia  wanted  to  prosecute  Kibarien  for 
misappropriating  university  funds  but  university  trustees  were 
unwilling*  Siberian  allegedly  was  in  possession  of  information 
concerning  improprieties  of  university  officials  of  that  time. 
Kibarian  was  not  prosecuted  and  wes  allowed  to  resign  from  the 
university  and  allegedly  given  severance  pay  along  with  the 
title  to  a  university  automobile.  Officials  contacted  at  the 
Washington,  D.C.,  U.S.  Attorney's  office  were  not  able  to  assist 
in  this  matter. 
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Southeastern  U.  Sues  former 
Business  Manager  Over  Funds 

t:wi  .unI  \hi\i  TiiiTY,  ft*  wtfc  ««d 
.rftmf*  ••<  Ihr  nr**»  ftfm*  tr*ud 
tilrmfv  nwltfred  i^uffl  t*p*>  &j- 
l^«jf  rrprtmv*.  vwl  irr«**y  M*rtft4» 
<«f  «um  l<<  the  wrvxv*. 

i  Hfrt       f»ml  m  S^whw  ftflrr 
.in  ,h»M  nnvd  qufV***.  ftfe>£  the 
fxinhs-«¥  ftralwft*  Cum* 
aurtir%  jt  the        mkI  tlm  <\mv 

,  .KtttiM*  {Ui4tWwt%  i'mn  Mihr<iIrU 

»f»n  itr  l.m<k  |Ik  ^«lt 

|.t-l  v*-if  -i  rwqrfii*  'i*rt  tUfi 
,m  <Nl.it  Mill  SHU  i»  tilt-  tlnnr»«ft\  * 
»..«»»« r  Mi*it{tirn!iff  kn«r 
iLifl.iif  u!m>  iiiiiiml  <iv  KM  i*i 
hflU  ihihI  Mtt  tr^iHx  #\\M<i  Wf  ■< 
mtstftfir.ififtflttiir  f  UlMKNt 

tM-rtm    trsignM    ftltft    •»»  fturtrt 
►l««*nt  th-tt  fhr  tttr«fi«  h*rt  torn 
tmi  f**r  ittr  Culinary  Sfht«4 
Wftxlunjtttxt.  tif  which  he  »  ft  UwUt. 


mil  tutt  yumedty  cWm*  J-  1 
nOUintt  m  dftmfttm  it*  inrm-i 

(fMiiMf  cfett  (turrv  am!  hi-*  ntfr 

beftl  cranpftftw*  m  <*h*h  th*** 
MCtffly  ifjvnivfd 

CpTfyk  rf*eN<N{  r.U  .«  *». 
tan*  w  P&tnmw >.  *^  »•>  *•-•« 
owt »« IN*  Wl! 

UffiyffKly   >R   I  >  t "    S«l{K-IH«f    (  <*H( 

tfufh  h»  «mt  hi*  w»r*.  Alftt«t».  tmi 

ft  KkMhi  fimNKui  Mitrft^ 

wtth  lh»  firms  hi t  c*rrwi  tftrl  •»m  t 


£x-G)llege  Official 
Pleads  Guilty 

Southeastern  U.  Overcharged 


.  )*+\  Gum, *i**m  imiftftii  wftft^ftfl  1 1  >it 1 1- 
trw  m^ftnO?  ft)  an  g^MgjftftW  fw*y  gMf*ty  w 


Caffy 

■wCwt,ftMiwiiirftiiiH|Mnwii 
< iftftiiftfyftftj  t t&Jtt «  — ^Mtv  w»Hi •gtgy 

^MMf  ftfiw  *W       $4Jftftfntn{V/ 1+  tm*t+m 


I  tft  ft  fcjftw  m  iM  o>  itum.  Tftftt  OWf« 

•  Mjftftft  Im.  DA  DMtttt  Mr*  M»  Cm«  ?W 
mwmmwi  ff  It 

kftfti.       M  ftftftft  IHfti  »r*^  «•  J«7< 

«  j  111  mm  ««ft  »  i*m  iftfftt— MW  KftMHc  « 

■0  fi'Kiftft  fty  ft  tjftfi  w  ftjtf  H$nk 

iAe        Mftmw  «  S«ftft*H(M«  iWrtftr  cwmmN 

h«»C>H%IH3ft»SftfftCMftf*  lf|3,*ftftM«M*ftM(«*. 

^kriMMwrMiniftOnTM  Fwr* 
In  \m  ih»  w?^ftr*f  ft^l  »»ft|ft«^fciftftftft>  mm- 


^■ftifta<iaft»>  tw  icftftti  ftlwaft^  (MN  w 

»■!  ~ 

tArifftftftiftmiH^itii 


Yfttftfftc?  u  S  Aoftmer  J«Mfft  &  4<G**m  pnm4 

rtt  (MTMt  Kw'***  if  S#VCfttM(ttV.  Rjfctfl  M^lil^**. 

tic      p*ift«t<im  h«*h<i"*w' 

•vti'ftGmmi^ 

TV  mm«et**y  wft«ft  mumtntt 
mtmtr  m  twww  c««rei  LivfM  u  «»•  fetn«t4 
Mftf  tMCA*  Jf7«  h  *KKKHit50t  !Si  S*  »»< 

•VCflC**  M  M  r«ftrf|HftuU  MMfT«^ 

t timber  T»fe**i*M  mnI  w       <S*4  ite 
•*fH  mm  fttft  rnftttie*  Mm  Qmn  nrm*ct«  f#«  iccw 
irirf  t«  «Tfwn(r  *<  Mtft  *  u** 

TV  ICft**'  tT«tt<*>0  <#r  (Kf 

t..«i  irriw*«  «  itt?  Mtf  tfftl  Tt*«rtiH^  wrf 
Tmamtt  m*  vivefK  (mi  trt*  rr««i(u*«tfri:  to 

pwniywur  (row  f>*«Mrt«4*«*t  m  rtiwHt  Um  (o 
ir»;»*  h«W  tftt  C«tt» 
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University  (Mciajhl^red 
After  Purchasing  Probe ', 

aaaaa*  rottarrfcy. 


By  Kjvtyv  Bo/fear 

MUn  U  tdvamty  to  tha  Dan***  baa 
btan  flrtd  ofttr  qwatuaoa  w+f* 
rafaad  about  wnnwty  pu«*ooinf 
pratttooa,  hiditjfatj  afloftd  *wbataa> 
tiaf*  uurp^jwmit  for  janitorial  wp- 
pJitt  and  effiot  f um4ur*  tha  urnvw 
wly  and  it*  attomty  said  yaafiirtay. 

Tht  ujvrtrarty'i  board  of  truatata 
put  tht  buainaat  imoofor.  John  Car* 
nr.  s*  odau JMUotiwt  lam  km  *mk 
afltr  a  now  auditing  fi*  m  U  had  i» 
tatntd  brought  quoatiennbla  pur- 
chating  practical  to  itt  attaotfe*  ia. 
JuJr,  ocwrdJa*  to  Dr.  W.  Robert 
Higfia*  t  untwty  offfcfcL  Yaata*. 
day  tht  »chooi  atat  Curry  a  Ittttr 
trihrai  him  ht  wot  bring  firtd  bt~ 
rtuat  of  'tdiwrat  pubtterty.*  Hfcpnt 
laid. 

CujTy.  formtriy  an  adjunct  pro- 
fwtor  at  tht  wvvmity  until  ha  fat, 
cmmt  fa  buainoai  mtnogtr  two  yotra 
tfa,  w  lavponafNa  for  appnrina;  all 
tht  schooti  purchoatt,  according  to 
Jam*  Brant  Clark,  an  attoraty 
hirrd  to  mvanifiia  tha  maittrt 
riM  by  tha  audit  But  Ckrt  addad 
that  ha  deaa  not  know  Srhat  in- 
voh/tmtnt  Mr.  Curry  may  Hm  had, 
if  any*  in  tha  o*arpaymcatt  found 
by  tht  audit 

"Tht  indkaUm  «  that  tha 
prion*  ia  au  baton  tial*  aaid  Ctarit 
who  said  ovtwrntnt*  (be  offat 
mtinttntnct  mattfiak,  fomiUrrt 
and  otfcar  gnoda  pwchaatd  by  tha 
tchooi  may  hat*  beta  feting1  piact 
o**f  a  ptriod  of  *aomt  montha"  and 
ptrhapa  a*  Jon*  at  a  y«ar. 

Tha  audit  it  tu'U  cuiumunf.  ht 
aaid. 

Curry,  who  ttva*  in  Pofctmac  aaid 
ht  had  not  batn  acfcfitd  erf  h*  fir* 
in*.  Ht  dtdintd  to  comment  on  any 
ailtfatiana  about  hit  actions  pond- 
ing conauftatioo  with  Mb  ttwytr. 

Account*  of  Southaaatiiti  t  pnr< 
paymtnta  wtYt  Hm'  rtporttd  Wtd-  "* 
noaday  by  WJLA  Vt.  Chaoooi  7. 
which  aaid  tha.  <o**n*y*  audit 
ahowed  K  won  pay*?  too  aaacfe  &* 
janitorial  otppfcaa,  boob*  and  othtf 
product*  WdudMf  HO  fur  a  aaw  <rf 
hand  atop  that  mnmUy  oat»  about 

Tht  ttWviaiun  report  aaid  a  w*ajor 
wppWar  of  tht  foodt  wwrt  faur  conv 
pofuot  own*  by  CtraJd  Sdati  of 
Hm***p  Va.  Oadt  aaid  ha  ia  in. 
woat%atjag  apoajd^  tor  a  raaft  of 
itaww*  awtadinf  but  not  t^utod  to 


Ot  raacbod  fcr 

CO 

thai  guliaaa*  m,baa  oW  booa 
w^tnaaai  tKjOCO  a  yoar  lo  biro  l> 
curfty  guarda  f rom  ■  fftat  ownad  by 
Curry  awdl  Piatrict  point  atntont 
^ckVwcont  m  , 

Too  tcuoa  aaaraa  too  taoond  h»- 
ddont  m  waich  aa  ooapioyo  of  tht 
whwtaity,  §  aaaaH  prjwata  buainoaj 
aehool  kxatad  m  Souibwott  WaaH- 
«gtow«  hat  bttw  outtad  foOowira; 
^afaUoon  af  yaHanabOJ  handKrg 
of  uo4worfity  funda. 
Jh  Ml.  tlat  awiwfity  Hwd  Ma 
pititioNof f  <tayoa  ^oba>6oJaour«  who 
tobaaquaoaJy  auad  dot  adaeoi 

■ft)  dapooitiout  Sad  ia  that  auR^- 
Najwonit*  offlokk  aaid  Ma-Babtota? 

And  ojbor  an  audal  abtaat  l  that 
tbotfl0aa%  of  o)aJaMO  bi  oajfoaraity 
&ndb  hod  aunt  to  a  Watting* 

Tht  praoioaaoX  Bark** 
Kahoriaav  roabjptad  oftor  tht  audit 
tha  dapeafUooB  aafci 

ttto  fitbiar  ooaatudad  aha  had 
bam  find  Mthout  o  bwarbaj  and 
hhot  oho  attor  boa*  otrtoio  pur. 
ciaaa  ordtat  aajra  boaaf  aaod  toll* 
oaantbwoaoidnf  idbJol 

A  D.C  Sqparw  Court  jury  tarlitr 
th#  yaor  twurotd  Joo».B#ifour 
1801,00a  Southototani  ia  am^ 

tht  CtH*. 

Fuundad  in  tm  by  tha  Young 
Man  t  Chnadan  Amxmiiot^  South- 
aattam  tMvaraity  bat  an  anroitnitnt 
of  about  IbOO  it  it  tataatflad  at  t 
Us^tampt  aducauon  (bundaUon 
hut  rnthm  no  fadtral  fundi  tscrpt 
fur  govtmmtiU  U*m  madt  to  aoma 
uf  fu  atudtnta*  accorth'nf  to  Higtifu, 
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toipkrym  afltr  pkadfnf  5n*nciai 
hardship  baoaaajo  of 
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Ct***'«ce  *v*v*c  *ce©v****ns 


Soarf  of  Trustees 
Southeastern  University 
Washington,  P.  C. 

Gentlemen: 

^  the  course  of  otr  examination  of  tfce  account*  and  records  of  South- 
iisUnt  University  for  the  fiscal  yens  ended  JTuly  31f  31  f 

1970,  certain  aittert  vere  brought  to  you.  attention  la  *  preUai-nary  report 
dated  ^uly  31.  At  your  request,  our  audit  staff  examined  these  natters 

in  grester  detail  in  order  ~-o  determine  if  there  voulo  be  a  Material  effect 
on  the  financial  s^aveaent*  of  the  university.    Tnis  detailed  examination  h*s 
disclosed  a  pervasive  use  of  university  f anas,  facilities,  e^uipaent,  and  per- 
sonnel for  tne  benefit  of  Culinary  School  of  Washington,  Ltd. »  hereinafter 
referred  to  as  the  culinary  icr*o?l.    As  detailed  elstvnere  in  this  report,  the 
president  of  the  culinary  school  is  Mary  Ann  Kibarien  end  en*  of  its  trustees 
is  Br.  £ar/,ev  Siberian.    Ve  have  docurwnted  substantial  ejcpenSit-jres  of  uni- 
versity funis  for  the  benefU  of  the  culinary  school;  bovever,  it  veuld  be 
difficult  and  tiae  consuming  to  docunent  the  benefits  derives  by  the  culinary 
eehool  fros  expenditure*  for  travel  and  restaurant  charges  and  fros  the  use 
of  the  university's  copying  e?viptient,  postage  om  chine,  telephone  feci  lit  ies, 
s»ailin£  services,  etc.,  and  the  tioe  spent  b>  university  personnel  on  culinary 
school  natters. 

A  su^Jtry  of  t-*e  eocrtv.ei  expenditures  is  sho-m  telov.    All  e>:pendi- 
y\   twres  vere  oade  ty  ci«eeVa  sir/.ed  b>  la*.  -ar*vev  Kit  »r  tan  and  .Joyce  ■JoVe-nelfour. 
Vv  j/Theae  expenditures  ac  veil  a*  possible  o;her  costs  incurred  by  the  university 

for  the  ter.efit  of  V.e  culir.ary  Sc^.ooi  ere  dlscuised  in  greater  detail  in  psrt 

II  of  this  report. 


?t*e  evptnd* tores  ty  tr.e  university  for  t*»e  benefit  of  the  culinary 
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s>CSO»l  v&icn       have  documented  are:  2 

Advertising     JUider  Advertising  Agency,  Inc.  S  i*0ffc2o.?o 

Advertising  -  me  Vi.ir.tnf.on  Star  11,611;. 3C 

Advertising  -  Trvt  Washington  Post  3,2*5. 

Printing  •  F.  S,  2ntrpri*es,  Inc.  2?rC£1.9- 
iAn  actional  $l*,Jro.3o  has  been  charged  to 

the  •jaivtra'iTy  Tor  eult.ner.v  scneol  printing, 

bvt  hfc*  not  been  paifi^ 

Personnel  Costs  *  Robert  Green  llf15-.0? 

Telephone  Answering  Service  -  SASC.h  ^35.65 

7ext>o&k  ?-jr  chases  -  Various  l,6$Q,p5 

Sental  of  Facilities  -  Haunt  Vernon  College  8,000.00 

postage                                         *  536. 

TOTAL  $  aoL,15c\U* 


!t  should  be  noted  the*,  the  above  tot»l  does  not  tn^lufie  the  $1^,389.36 
still  oveS  to  F.  S.  Enterprises,  Inc.    If  tr.is  were  included  the  totel  would 

be  fiaf.^-r.fo. 


Tr,e  amount  of  our  audit  fee  which  is  related  entirely  to  the  tastier* 
covered  in  this  report  is  £il,OO0.00. 


The  following  categories  of  e^cnditures,  which  ere  discussed  ir>  grester 

detail  in  psrt  ZZ  of  t>is  report,  aay  have  included  erpense*  incurred  by  the 

culinary  school  but  are  difficult  to  docu-ient: 

Copying  Facilities  and  Supplies 

Telepk.»ne  Charge s  for  Long  Instance  Calls 

Foiterc  y% chine  Use 

Mailing  Services 

Restaurant  end  Travel  Charges 

Personnel  Cests  -  Other  Tr.en  Robert  Creen 

Furniture  end  I^uipae.nt  Pvsr ceases 


Fro-  various  doc.ie-.ts  obtained  b>  our  audit  staff,  the  following 
Known  about  t>#e  evlSnery  school.    Originally,  es  determined  from  in- 
voices paid  by  the  university,  v  e  ner*  vet  Culinary  College  of  Washington, 
Ltd.,  in  Key,  19?B.      In  October,  1£79,  the  naive  was  changed  to  Culinary 
School  of  Washington,  Ltd.    and  its  address  changed  froo  1200  -  18th  Street, 
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£su*r.e*S'.cr:.  vert:*.;  *  m3m 
K.  V.,  Suite  31*,  Vsshiapior.,  r.  T.  2G£3?  to  ^70  KatArtnur  ooulevard,  T. .  W., 

3  ; 

Washington,  D.  C.  200C7.     Tw  former  addreis  is  the  esne  address  as  fcaider 

Advertising  Agency,  Inc.  which  handled  all  advertising  for  the  university  and 

tht  culinary  school.    All  services  provided  by  Raider  Advertising  Agency,  Inc. 

to  the  culinary  school  vere  frilled  to  and  paid  by  the  university  fro©  June, 
k 

iqrp,  to  July,  19=C.     ?ros  various  literetyxe  printed  for  the  culinary  school, 
it  vss  dewrained  ihst  it*  president  is  Mary  Ann  Siberian  end  Dr.  Barker 
Kibarian  is  e>  trustee. 

Our  review  of  the  university's  expenditures  for  advertising  snd  rscruiting 
during  the  fiscsl  year  ended  July  31 ,  l?5o,  disclosed  thst  an  accounting  adjust- 
tent  vas  osde  February  2?,  iprC,  which  transferred  SO*  of  vhe  balance  of  the  ad- 
vertising account  to  the  recr^itser.  ^account,    A  Urge  part  of  the  *djus:aent 
was  for  payments  to  Raider  AJvertieir.i  Agency,  Inc.  (hereinafter  referred  to  as 
}i*ider>  but  did  not  comprise  ill  payments  to  Baider  in  the  advertising  account. 
In  determining  if  t:.e  ps-'/ar.ts  to  Haider  were  properly  recorded,  it  vss  found 
thst  none  of  these  parser: ts  hai  adequate  supporting  documentation.    Seviev  of 
tht  invoices  peid  indicates"  thet  so:*  advertising  appeared  in  publications  thst 
vould  be  :»re  apprcpriste  for  tse  culinary  school  than  for  the  university;  and, 
in  addition,  an  interdepert-e-.tal  ser-orsr.dvt  fro*5  Mary  Ann  Guyol ,  director  of 
purlic  relations,  to  Joyee  ^o:e-3alfour,  director  of  administration,  indicates 
thst  all  of  the  radio  and  television  spot  announcer-Ants  for  October,  1???,  vere 
for  the  culinary  school  and  vere  paid  for  by  checks  dated  December  l9  197?,  for 
$5,692. 9i  and  January  2y,  1?SC,  for  the  talance  of  $6,DOD.OO. 

In  order  to  substantiate  that  services  paid  for  by  the  university  vere 
for  university  purposes,  it  was  necessary  to  reviev  the  records  st  the  adver- 
tising age-.cy.    lac*,  month's  invoice  for  the  period  of  Hay,  1976,  to  July,  19^0 1 
was.  examined  with  Kr-  r titer .    As  vo  ne-sjtper  cordis  sions,  Mr.  Haider  indicated 
whether  tht  adverti see«*:ts  placed  vere  for  the  culinary  school  or  for  the  uni- 
versity*   Raider  cr-.arces  only  co-mission  on  advertising  placed  in  Tne  Washington 
?cst  and        ».*cwir.gto-:  Si*r  newspapers  and  the  bills  from  the  newspapers  are  psid 
tlrtctly  ly  tSe  university.    It  vss  spptrent  that  the  university  ves  paying  con- 
fissions  to  Raider  and  paying  V*  newspapers  for  advertising  for  the  culinary 
sebool.    Copies  of  t,i»  r.*-.  ^per  invoices  were  traced  to  the  Raider  invoices 
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and  reviewed  for  culinary  ssnoci  expenses.    All  other  newspaper  advertising 
snovn  en  tnese  invoices  includes  both  eosiissien  ma  coil  of  the  ftdvertittotht. 
Artvork  for  newspaper  advertiseatnts  vat  tied  into  the  newspaper  charges  using 
the  aces  of  ta*  trv.-ff.v.  and  the  dttes  of  the  newspaper  advertiseeehts. 

Vntn  rtv&tvwifi  newspaper  sivertising  vitfc  tfr.  Seider,  it  was  difficult 
to  review  the  advertiseaer.ts  in  Tat  Washington  fost  and  The  Washington  SUr 
because  or  the  laci:  of  a  clipping  file.    Our  auditing  itaff  felt  it  could  be 
»©re  effective  to  review  tht  advertisements  using  aicrofiie  located  it  •  li- 
brary than  searching  througn  tne  newspaper  starts  at  Raider.    All  of  The 
Washington  Post  sdvertiaeaents  and  soae  of  The  Washington  Star  advertiser. -.ts 
verc  reviewed  in  this  Mnncr.    7-e  expend itures  paid  by  the  university  for  eu» 
linary  school  sdvertiseaent*  in       wear.ir.gto.n  Star  and  The  Washington  Post 
newspapers  are  iyitZll.$?  tr.i  HB2iyiUt  respectively. 

Zh  order  to  substantiate  radio  and  television  charges  by  Raider,  invoices 
fro::  the  stations  were  obtained.    Tnese  listed  the  date,  tine,  and  description 
of  the  annour.ce^r.t  that  was  pitted.    Haider  charges  care  directly  fro-  these 
invctces.    Any  production  char  res  for  radio  and  television  renounce  sent*  ware 
differentiated  between  the  culinary  school  and  the  university  by  Mr.  Haider. 
Sash  invoice  fro-  Saider  was  then  separated  between  costs  for  the  culinary 
school  and  the  university.    Copies  of  the  payments  by  the  university  were  traced 
to  all  the  invoice*.    Tne  total  saouat  of  Haider  charges  for  the  culinary  school 
paid  for  ty  the  university  it  $*o,*.2o,8o. 


^  "viewing  expenditures  charged  to  priming  expense  on  the  records  of 
the  university,  so-*  e,rpendi-vres  for  services  fron  ?.  S.  Enterprises,  Inc. 
(Str»i-Afttr  referred  to  as  ?.  S.  Sf.tsrpristsl  appeared  to  -e  questionable. 
C,ese  expenditures  were  reprrted  in  o.r  preliminary  report  dated  July  31,  1?SC\ 
in  r*hifcit  9. 

In  order  to  investigate  all  services  billed  by  P.  s.  Enterprises  to  the 
university,  it  was  requests*  that  P.  S.  Enterprises  indicate  on  copies  of  the 
ir.voitec  whether  service!  performed*  were  for  tne  university  or  for  the  Culinary 
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tenool.    Watr.  tne  copies  of  the  ir.vcices  vere  received,  all  wwwti  to  F.  S. 
Enterprises  by  tne  vaivtrr:ty  w*r«  traced  to  eacr  invoice.    After  revievtag  the 
invoices,  several  required  that  the  actual  vorK  be  inspected  to  verify-  vhet  the 
chargei  were  for.        *ifitior.  to  inspecting  ^eb  jackets  at  ?.  S.  Enterprise* 
the  account  history  of  S^'heaiterr  University  v*»  reviewed.    IN  en  though  vorfc 
describe!  in  e>ll  invoices  indicating  the  culinary  school  vas  reviewed,  copies 
of  the  vor>.  are  not  attached  to  ail  or  these  Invoices.    In  west  eases,  vorX  vas 
reordered  and  the  original  job  gasket  vs.*  destroyed  to  create  *  nev  job  jacket . 
With  other  invoices,  the  vorh  observes*  vas  Betel  printing  pistes  vhich  vere  not 
suitable  Tor  copying.    All  other  invoice*  that  did  no:  have  a  3©b  jacket  to 


examine  vert  ass^ned  to  be  chargeable  to  the  university  vhethcr  or  net  incice- 
tions  on  the  im'oice*  vere  for  the  culinary  school.     In  tracing  invoices  for 
culinary  scsool  vorr.  to  tne  university's  account  at  P.  S.  Enterprises,  it  vas 
determined  that  scoe  invoices  vere  transferred  to  Dr.  r.itarian's  account  on 
p.  S.  Enterprises'  record*.    Because  tne  v  iversity  is  tax  exempt,  the  aoounts 
of  the  invoices  being  transferrei  did  not  include  a-y  sales  tax.    ve  have  not 
determined  if  the  culinary  school  is  tec;  exer-pi, 

rroc  this  examination  of  ?.  S.  Ir.terprises '  invoices  it  has  been  determined 
that  pa;.-ner.ts  by  the  university  for  culinary  school  expenses  total  $21 ,02£.9^ » 
end  that  an  additional  Sll,5$?.3o  of  culinary  school  expenses  rer^xr.  unpaid  in 
the  university's  account  at  ?.  S.  Enterprises. 


Proper  accounting  procedures  vere  not  follovec  for  the  payaent  of  salaries 
to  university  e=?lo..ees  as  indicated  in  our  preliminary  report  dated  July  $1% 
lc£o.    Hot  *U  individuals  receiving  pe>  cnechs  had  adequate  information  on  sal- 
ary states  or  ;ob  responsibilities  on  file  at  the  university.    One  individual, 
Bc'rert  I.  Dree*.,  -.&d  i  file  v-.ich  co-i:A:^ed  neither  salary  nor  job  respr.nsibil- 
'  iiies  information.    *:s  taiary  vas  teir.g  chtried  to  instructor's  expense  but  vas 
substantially  higher  f.en  o*.  »er  i-struCtors  and  he  taught  no  classes  at  the  uni- 
'  versity.    As  noted  in  tr.e  preliminary  report,  fir.  Green  v*s  taken  off  the  pay- 
roll that  ves  controlled  by  our  audit  staff  and  no  satisfactory  explanation  ves 
g;ven  for  the  apparent  dismissal.    At  that  tine  it  vas  determined  that  Green  ve* 
an  instructor  at  the  co\lt*ry  school  by  a  telephone  call  to  the  Culinary  school. 
Since  lMf.  ottr  ev-e?.ce  ^s  tonfirr.ei  that  *.  Green  is  an  instructor  at  the 
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culinary  school,    fros  printing  done  by  *.  S,  Enterprises  on  September  21,  1970, 
prospective  students  vere  invited  for  a  "cruise  up  the  pototjac  river  on  t&e 
37-foot  luxury  *etor  yacht  Strathbelie  to  attt  fester  Chef  Sob  Green,  Director 
of  Instruction  of  the  college."  Also,  the  univeraity  paid  for  business  cards 
for  Bobert  Greer,  that  indicated  he  vas  "vice  president  for  aeadeoic  affairs"  at 
the  culinary  school  on  De%oUer  1,  1573.     Jt  vas  at  this  Use  that  Mr.  Creen 
vas  receipt  a  salary  fro-  tnt  university.    The  total  salary,  consultant  fees, 
employer  social  security  taxes,  unesoloy^ni.  tar.es ,  and  group  hospitalisation 
paid  by  the  university  for  Kr.  Green  vas  $11,151*.  Of*. 

?n>z>  revieving  the  expense  accounts  of  Southeastern  University  anfi  print- 
ins  done  by  *.  s.  Enterprises  Inc.,  payment*  to  Mount  Vernon  College  becaac 
questionable,    frna  culinary  school  publications,  printed  Hay  16,  1?79,  it  is 

learned  that  Mount  Vernon  College  is  "the  location  of  our  susoer  casyus  and 
6 

vorfcing  laboratory."     The  university  sade  payments  of  $3,000.00  on  July  12,  19?£, 
and  $2,00C.OD  on  Sep-erber  21,  191$,  to  Mount  Vernon  College.    A  copy  of  the  in- 
voice received  directly  fro=  Mount  vemon  College,  states  that  the  payments  vere 
for  rental  of  the  follow ir.g  roc=  accomodations  for  tne  period  June  26  to  August 
15>  1?^9,  to  the  culinary  school;    V.itcnen  facilities,  post  hall,  dining  rooa, 
and  claasroas.  numbered  222. 

Additional  payoenta  c*de  by  the  univeraity  for  the  culinary  school  for 
telephone  answering  services,  textbook  purchases,  and  postage  vere  detailed  in 
the  preliGinir..  report.    The  total  paid  for  telephone  answering  services  frota 

is  t1-3:.65-    Tc*tbooh*  purchased  by  the  university  vhich  apparently  vCre 
not  for  university  courses  and  vere  net  sold  by  the  university  bookstore  total 
$1,659.95.    One  title,  Toe  Professional  C*>ef.  of  vhich  the  university  purchased 
60  copies  for  $1,037.»*0,        promoted  in  cwlinary  school  literature  as  being  the 
primary  textbook  for  classes  and  would  be  issued  free  to  students  enrolling  dur- 
ing specific  periods.    The  purchase  of  texlloofcs  vas  nade  June  and  September, 

1979.  *nd  the  offer  vas  s*de  by  literature  printed  in  Sep'.ecfcer  and  Sove^ber, 
? 

1979,  and  Karch,  2p8o,    Also  stated  in  the  preliwinary  report  vas  the  cost  of 
postage  used  by  Dr.  Kan  Snil  j:oh  for  culinary'  school  literature  as  observed  by 
our  audit  staff  durinfc  the  period  of  January  25  to  February  6,  19$0.    The  aejount 
^.©f  postage  recorded  during  this  period  is  C53o\65.  .   


(Continued) 


ERIC 


724 


Southeaster*  Uatvtrsi:; 

Additional  expenses  peti  by  tne  university  for  the  culinary  school  have 
fceen  invertigated.    According  to  culinary  scnoal  literature,  prospective  stu- 
dents vert  invited  for  *  cruise  up  tne  Potoaac  leaving  the  OiapUnK  Marina  w 
October  6,  1???.    1*  reviewing        university**  recruitment  ecrwt,  it  v*s  6e- 
tercined  tmt  two  payments  vera  r*.*e       --he  Gengplan*  Marine?  the  first  on  Au- 
p:st  S,  lf79#  for  <2CC.0C,  described  on  the  ehec*  a*  deposit  for  crui*e,M  and 
tbt  second  on  October      1P79.  I*  WK.»B  described  on  the  chec*  and  purchase 
order  signed  by  Dr.  Kitarian  as  "recruiting  S**  P-aduete  school."  No  other  do- 
cusentation  v*s  located  for  these  payments. 

Other  areas  investigated  ty  our  auditing  staff  revealed  way  benefits  re- 
ceived by  the  culinary  school  vithout  reiriburaeaent  to  the  university;  bovever, 
unlike  trie  expenses  already  presented,  these  expenses  cannot  be  determined  ex- 
actly. Those  ar*as  tti.en  tdwrttge  of  by  the  culinary  school  at  the  uriver- 
tt.}.if  e^-se  ere  copying  facilities  and  supplies,  telephone  use  for  long  dis- 
tance calls,  undocuoerttei  postage  s*s«.in«  use,  use  of  sailing  sen-ices,  charges 
c*it  to  staff  aietWi  and  travel,  and  use  of  university  personnel. 

fro-  disc-ssierjs  vit:.  urxversit;  per  so— .el,  it  teca^e  apptrer.t  that  tne 
copying  facilities,  wlep-.ones,  ani  postage  machine  at  the  university  were  used 
extensively  for  culinary  school  tuiiness.    :ne  vse  of  these  ite=s  and  thus  the 
relates*  expense  attributable  to  tne  culinary  scnool  cannot  be  documented  due  to 
U-r,  of  a;.Y  records  indicating  details  of  their  use.    Postage  machine  use  vas 
doc^r.ted  for  a  snort  period  as  rationed;  however,  it  appears  froo  discussions 
vit\  university  personnel  and  css^tl  observations,  that  large  sailings  were  oade 
fcefore  and  after  tr.e  observation  period.    Based  on  the  quantity  of  culinary 
school  envelopes  ordered  fro^  ?.  5.  Interprises,  33,000,  and  the  wype  used  in 
i?.t  o-ser.ed  r.eilm;*,  ar.  eitiritt  'or  post^e  used  for  tne  culinary  school  is 
$,1,059.00. 

The  university  wses     nailing  service  to  r*il  lsrge  quantities  of  liter- 
ature.   One  cor.pany  oainieins  a  porpuierixed  filing  list  in  order  to  print  la- 
bels for  V.ese  mailings.    In  one  instance,  culinary  *ciK>ol  literature  vts  re- 
ceived by  an  individual  >.',o'-t>  to  our  auditing  staff.    The  label  was  computer 
et-eratei,  ar.d  infcrnat:on  sr.  v»e  '.aVel  tree  fro*  a  telephone  request  for  a 
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Southeastern  University  catalog  vhicn  vas  never  received,    Many  indict*  fret 

T.  S.  Enterprises  indicated  that  delivery  or  culinary  school  materials  wax 

8 

©ade  to  these  Bailing  Services.     University  sailing  service  expenditures 
cnarfeeble  to  tne  culinary  scnocJ  include  resputer  nai lin£  lift  isatntenanee , 
label  production,  and  costs  associated  vith  inserting  11  urr.ure  in  enveloper . 

Staff  veeting  end  travel  expense*  paid  by  tne  university  frequently 
lacked  any  documentation  indicating  tne  purpose  of  the  expenditure  or  tne 
individuals  in  attendance.    In  culinary  school  ©ateriel  printed  by  P,  S. 
Enterprise*  it  is  stated  that  the  adsissio.n  Interview-  %iili  "ta>.e  place  at  a 
fine  Washington  restaurant"  and  the  prospective  student  will  "aeet  the  chef. 


tee  the  layout  of  the  Kitchen,  observe  the  service..."    It  is  apparent  that 

expenditures  not  docuaente*  at  being  fcr  university  business  could  be  for  the 

culinary  school,  especially  expenses  incurred  at  the  CnanneJ  inn  restaurant 

of  vr.ich  a  rtlt-.tt  iniivicusl  is  lists:*  as  ft  trustee  on  culinary  school  lit- 
10 

erature . 

:t  r«a*  beer.  s-s-w.  ma:  ?orert  1.  Green  receives*  ?a;.-ents  fret:  tne  uni- 
versity v.-.ile  perfor-i.n$  no  co=rens-rate  sen-ice  therefcr.    S>:a*,i.netton  of 
culinary  school  printing  invoices  and  literature  reveals  tnat  several  other 
universi.y  staff  nepers  are  associated  vith  t*e  culinary  school,    Ksry  Ann 
Guyol,  director  of  put lie  relations,  received  cany  deliveries  of  culinary 
school  printing  at  the  university  as  evidenred  by  shipping  invoices  at  p.  s. 
Enterprises.    Also,  as  evidenced  by  :c*tcrs,nda  fro-  Guyol  to  !>r.  Kibarian,  she 
arranged  sor*  of  the  pronation  for  the  culinary  school.    Guyot,  in  a  twiorarj- 
dus.  to  Joyce  hT:be«3salfour,  director  of  administration,  indicated  that  all 
television  ar.d  ra'ic  spcts  listed  on  tne  October,  1$!?,  invoice  fros  Beider 
-ere  for  trie  culinary  icnool.    7".is  i^otce  was  paid  :n  full  by  tr.e  university 
in  disregard  of  f.e  rfc^randu-..    Joseph  K.  ?uc?.w*  receives  travel  reirfc-jrse- 
t*:*t  for  expenses  incrretf  in  v; si  ting  area  high  spools  ani  other  organisa- 
tion* purportedly  for  prorating  Southeastern  University.    SVemjan  has  ordered 

XI 

printing  to  be  done  for  the  culinary  school,    and  has  business  cards  printed 
by  ?.  S.  Enterprises  iniice:in£  that  he  is  a  counselor  for  the  culinary  school. 
Dr.  Han  Shil  Koh,  fax  eastern  student  advisor,  es  previously  oentioned,  spent 
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£3m\r(W.*rr.  Vr.avt rs;v 

tKiatstrtrle  lint.  *ov,  »?»ervej  and  LndiCttt!  froi  e;tew**ior.t  vith  otntr 
university  ptrtrrwel.  oalltnf  ier$e  Quantitiei  of  culinary  tchool  Uttrtv^e 
v;iing  tnt  ur,ivtrtitv 'a  pottate  caahine.    t>r.  Kon  iUd  aptnt  toot  tint  copying 
literature  Jor  tne  culinary  auhool.    0:ner  infiivitfuals  v&o  art  p*id  aa  inatw 
tori  *>'  tne  ur.ivc.-»itT  are  associated  vith  tnt  culinary  tehooi.  Proftitora 
N*na*»ed  >:.  Saft.  *>naila  Saft,  *^        Alfred  Killer  have  outineat  ears*  in- 
die*: ir*  that  thty  art  aaaocittei  viV.  the  cit-try  tcftool.    /.t  the  tint  tnt: 
fcutinett  caret  for  Koti*=»ed  Stf*  vert  prLntef,  the  univcraity  vas  paying  tvo 
piycntcfca  to         e- e  ti  ec--ir.:atrative  ttaff  nenbtr  and  the  other  at  t  *rtc- 
v*-.«  instructor .    -r,  edit: ton.  according  to  Professor  Jtaes  X.  Brisbane,  he 
htt  tt-^r.t  a-  teco--.t*n£  courat  for  nonaceoAntants  tt  the  culinary  achool  lo- 
cated o-  J»:^tw  ho-le.-tr£  rv.  received  no  payrwr.t  froo  tne  culinary  achool. 

Ar.  aiiitior.il  arte  of  expenditures  *y  the  university  that  could  ot 
ttf.tr,  advtr.ta£e  cf  t>  ;ne  dinar;  school  i*  tne  purchase  of  furniture  and 
e^tipot-t.    Tjt  vo  t**  It:  v.  of  ar..  fl^.ed  tsse:  c?r.;rol  inert  is  no  physictl 
'  i-v«ntor;.  of  taie-.s  lo;t:ei  t".  tte  t-~:ver»i'-;.'.    It  it  pcssitle  that  aste-.s 
|  p-rcaifi  V  tne  u  '.verr.;    s-e  ?-ese--.ly  re. -5  used  ty  the  culinary  achool. 

Ttro^.out  cr  t>.t~ina;:on  cf  tne  f         tl  records  of  So^eaatem 
V-.iverii?/,  u.ns»-ppor-.ed  e>ptni  ittret  tre  ur:?vered.     :n  order  to  locate  the 
•  p  dor- all  f.tte  pa/ne:ts  veld  be  coni«i**ng;  therefore,  our  inves- 

tigation vas  lir.ited  to  area*  de'-eminei  to  have  a  fighifiCfcht  *o?act  on  the 
financial  statements.    Z^zt  all  expenditure!  oy  the  university  cannot  be 
investigated  m  detail,  r^ny  expenses  pti*  o;  the  university  tut  not  incurred 
for  unive-sity  ptoses  vill  ne--er  be  Se'.enined.    Tnese  expenses  vill  con- 
tinue »o  ^e  fo*"fi  »^L:e^-e".  *-o  report. 

Tf.e         ltt.cn  of         a-:!::  for  ;re  f:»ral  .-et-  enaee  ^uly  31.  ^97Q» 
ha$  ^>etn  6tla,.  ed  jt  .cine  '.'t  trcJytio->  of  Via  exarinaiion  of  un»jpp?"tefl 
expense*;  t.^t-**,  f-e  tjd;:  :*  i^attnt  i  ally  conpletei  a.- £i  t  repor".  vill  be  >a- 
i.ed  toon.    Fue  to  tne  fact  -.-.a;  t  it  enour;  of  txpe~tea  ptld  vr.ich  vert  not 
relt'.ed  to  uni  vers : t-smess  ;s  mf.er>alr  it  should  oe  ditcloteo  in  the 
f;ntnc>tl  t.«.-.e-*v,s  for  i '.e  f;*ctl  yetrs  tf.ded  July  31,  1579»  B-nd  July 

fr.o^ti-.wtc ) 
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S:  *V<«**-.tiT.  Vr.ivtr*;*.;W  **  *lf- 


1  F.  S.  Ehitrrnm,  inroict  *1^0r?,  $'?3'7r 

2  rMd.  faWfco,  ioV7o;  fi6$««Lt  ao/12'70 

>  TH£.    *1*V**,  1C'12'7<>;  fl^l,  ll'l2'7o 

L  Haider  A*»tr"*if  iftf  Ait:;:;.  ,  It,:.  .  *'yne,  IP79;  Arty,  195c  * 

5  r.  S.  E^eryrim.  In:.  !m-©ice  #1~«57E,  &'21>-«>>  *l6*?*9.  10>W?o 

*  rne.  Misuse,  5'ir'?c 

7  j*ifi.    #1*53*5.  o-'tt'T&i  rl*:7©5,  U'2£'7i>;  ^171263,  3'at/5o 

£  Tfcid.    *lWo53t  5 '23 '7:  -  AIV;  ft7H7o,  3 '11/80  -  Conputer  Dft^tj 
*rip77£f  6'10'rC  •  CDspvter  X*t* 

°  Six-    '--5^i  a/U-'?9 

10  JXiS*  ©'22  '76 

-11  Ttljg.    *lSf36$,  10/31/7?;  *172&?3f  3'2?/60 

12  £ifi.    «fl?3S-55f  B^O^O 

13  2il-    *'1526t2f  12 '7/75  •,  ^17202^,  2/21/50 


?et?ej^ fully  •utwif.etf, 
VAWr  KDMICK  &  CDK?AKl 

By.   /KC^'^iUc.  ^^jfjt^i>ru^ 
Cer;^Tied  3^bli£  Acc&anVanv 
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ASfaoUvit  ot  Sharon  E.  K*rburg 


Presented  to  the  Ssnate  Peimanent  Subcommittee 


Being  duly  sworn  in  accordance  with  the  law,  I,  Sharon 
Harburg,  ot  Washington,  DC  depose,  state  and  represent  at  follows* 

I  was  bristly  employed  with  tha  Culinary  School  of  Washington 
(CSW)  in  the  Call  of  1984  as  a  French  taachar  and  have  baan  asked 
by  tha  subcowsittaa  staff  to  giva  testimony  of  ray  «xperi«nc*»  **ith 
tha  school,  Because  I  had  andaavorad  to  ©*pos#  tha  school  r. 
fraudulent  practicas  immediately  following  tha  tioa  of  my 
employment,  I  am  happy  to  see  that  this  school  wis  finally  called 
on  the  carpet  and  shut  down.  Also,  1  arc  pleased  to  be  able  to 
contribute  to  the  subcommittee'  %  investigation  of  student  loan 
default  because  I  was  fortunate  enough  to  receive  a  GSi.  during  »y 
three  years  of  law  schools  without  the  GSL,  I  probably  would  not 
have  been  able  to  afford  law  school. 

I  feel  especially  qualified  to  submit  testimony  on  this  matter 
for  several  reasons; 

\ .  X  have  had  extensive  experience  in  the 
restaurant  business; 

2.  I  studied  Food  Science  at  the  University  ox 
Wisconsin  in  Madison  as  an  undergraduate; 

3.  I  am  a  graduate  o£  a  trade  school  (Katharine 
Gibbs  J ; 

4.  I  have  attended  four  institutions  of  higher 
learning:  Mount  Holyoke  College,  Thp 
University  of  wi  scons in/Madison,  New  York 
University 'a  Semester  in  Paris f  and  thtr 
Washington  College  of  l^w; 

5.  (subsequent  to  my  employment  at  CSW),  I  have 
had  txvo  years  of  teaching  experience  training 
attorneys  and  other  professionals  on  the 
I.EXJS/NEX1S  database  system. 

Aftor  what  I  witnessed  at  CSW,  X  am  appalled  that  the  owners, 
Mr.  and  Mrs,  Kibarian  are  not  being  prosecuted  for  criminal  f  raud . 

In  the  fall  of  1984,  I  was  employed  at  a  think  tank  as  a 
secretary  and  was  looking  to  change  jobs.  I  saw  an  nd  in  ?he  £p_st. 
for  an  administrative  assistant  position  at  CSw.  When  I  went  for 
the  interview,  Mrs.  Kibarian  looked  at  my  resume  and  saw  that  I  was 
a  French  major  and  asked  if  1  wanted  to  teach  French.  I  was  aghast 
since  I  had  no  teaching  qualifications.  In  the  same  br«ath,  K:s. 
Kibarian  said  that  there  w«s  an  opening  for  the  position  of  *D«*an 
of  the  School , "  and  though*  I  migh*  qualify;  Because  I  knew  1  had 
no  qualifications  for  the  posit  ior. ,    2  iol-*.  the  part-time  evening 
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job  as  the  French  teacher  just  for  the  experience. 

I  was  given  woefully  inadequate  materials  with  which  to  work 
and  was  given  only  one?,  copy  of  such  materials ;  I  ended  up  having  to 
design  and  create  rny  own  materials  as  well  as  photocopy  them  at  my 
own  expense. 

I  wa?  not  given  any  course  curriculum,  outline,  syllabus  or 
any  sort  of  guidance  whatsoever  as  to  haw  to  teach  the  course. 

Most  outrageous  were  the  facilities  and  primitive  conditions 
under  which  X  was  supposed  to  v.each  and  the  students  were  supposed 
to  learn.  I  had  to  meet  my  class  in  local  taverns  such  as 
Bo jangles  and  Abbey  Road,  where*  music  was  blasting,  lighting  was 
inadequate,  and  the  smell  of  stale  beei ,  smoke  and  vomit  permeated 
the  room.  The  class  location  to.pt  changing  j&ut  never  for  the 
better! 

Equally  disruptive  to  my  teaching  were  the  constant  phone 
calls  I  received  in  the  middle  of  teaching  a  class;  the  calls  were 
from  the  administration  who  called  to  as*:  me  for  attendance.  ?!\<s 
was  not  only  annoying  but  also  robbed  my  students  of  class  ti..e. 
Once  I  notified  Mrs.  Kibarian  that  X  preferred  not  to  have  these 
calls,  she  told  me  to  tell  her  staff  to  stop  calling  me  (isn't  that 
her'  job?)  However,  the  calls  kept  coming  despite  my  request  that 
they  cease. 

When  I  told  Mrs,  Kibarian  about  the  poor  attendance  of  my 
class,  she  told  me  to  call  the  students  at  home  to  find  ovit  why 
they  were  not  in  class .  1  told  her  that  that  was  not  my  job 
wherein  she  replied  that  1  would  have  more  impact  on  my  students 
than  she  would  have  had.  I  refused  to  heed  her  demand  since  she 
refused  to  compensate  me  for  any  time  I  spent  on  preparation 
outside  of  the  one  and  a  half  hour  of  class  at  the  rate  of  SB. 30 
and  hour.  The  attrition  rate  of  my  class  increased  rapidly,  I  was 
never  formally  notified  of  any  withdrawals  from  the  school  but  only 
heard  about  them  from  the  other  students. 

In  tact,  hi;  11  of  each  class  was  devoted  to  the  students 
complaining  about,  all  the*  things  wrong  with  the  program  which 
included  broken  promises  at  best  and  serious  threats  as  the  worst. 
One  student  told  me  that  i f  he  took  the  Kibarians  to  court  for  a 
refund,  the  Kibarians  threatened  him  by  telling  him  that  he  would 
never  work  as  a  cook  in  Washington. 

The  students  told  me  that  the  facilities  were  underequipped 
and  roach-infested.  They  also  said  that  the  food  they  worked  with 
was  often  rancid,  moldy,  and  adulterated. 

One  students'  foe  was  supposed  to  include  textbooks,  a  uniform 
and  knives.  They  had  only  one  book  and  the  chef  instructors  told 
my  students  that  the  book  was  not  to  be  consulted  since  it  was 
highly  inadequate.  One  student  informed  me  that  he  never  received 
his  pants  and  had  to  go  out  and  purchase  his  own  pair. 
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One  story  I  vividly  remember  was  of  a  young  woman  who  came 
from  Tennessee  because  both  she  and  her  parents  were  assured  that 
she  would  be  able  to  receive  free  tuition  and  housing  if  she  worked 
full-time  in  the  purchasing  department  for  the  school*  She  arrived 
only  to  find  that  the  Kibarians  had  placed  her  in  the  home  of  one 
of  their  chefs  whom  they  had  bailed  out  of  Jail  on  drug  charges. 
The  chef  charged  this  young  woman  $300  a  month  for  rent  and  she  was 
never  reimbursed  by  the  Kibarians.  She  was  not  compensated  for 
overtime  and  told  the  Kibarians  she  would  take  them  to  court. 
They,  in  turn,  fired  her  and  urged  the  chef /landlord  to  throw  her 
out  of  his  house  which  he  did* 

1  felt  so  badly  for  the  students  who  remained  and  asked  them 
to  document  their  complaints  which  I  forwarded  to  the  Educational 
Institutional  Licensure  Commission.  Although  I  had  absolutely 
nothing  to  gain  by  getting  involved  in  alerting  the  authorities 
about  the  school's  corrupt  &nd  fraudulent  practices,  I  couldn't 
bear  to  see  my  students  being  victimized  and  shuddered  at  the 
thought  of  how  man*  other  people  could  be  duped  by  the  Kibarians. 
The  students  were  for  the  roost  part  naive  about  the  real  world  and 
not  too  highly  educated  — -  perfect  prey  I  It  was  absurd  to  me  to  bo 
teaching  these  students  French  when  it  would  have  been  more 
beneficial  for  them  to  master  English  first.  They  were  unable  to 
really  grasp  or  retain  the  simple  assignments  I  gave  them. 

The  Kibarians  never  attended  my  class  and  never  asked  me  to 
turn  in  exams  or  assignments. 

Once  I  went  to  work  for  LEXXS/NEXIS,  I  ran  a  search  in  NEXIS 
on  Dr.  Kibarian  only  to  find  some  unsavory  articles  on  his 
misappropriation  of  funds  at  Southeastern  University.  Needless  to 
say,  I  was  not  surprised. 


Subscribed  and  sworn  to  before  this  6th  day  of  September,  1990. 


Sharon  K.  Marburg 


Notary  Public1 
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DAVID  L.  OSBOKME 


I  enrolled  in  the  Pastry  Chef  Curriculum  at  the  Culinary 
School  of  Washington  in  198?.  X  completed  this  30-week  program 
and  graduated  ;n  August  1983.  While  a  student  at  the  Culinary 
School r  I  was  asked  by  Hary  Ann  Kibarian,  President,  to  teach  a 
course  in  Russian  cookery  to  the  senior  chefs  in  their 
International  Cuisine  course,  I  was  not  there  to  teach 
technique  CI  was  not  an  experienced  restaurant  chef),  cut  to 
teach  a  new  cuisine  and  expose  student-chefs  to  a  different 
culinary  tradition.  I  agreed  to  do  so  and  taught  the  course 
pe  iodically  for  the  next  five  years.  X  taught  the  last  tine  in 
the  summer  of  1966.  X  believe  I  was  asked  to  teach  because  Mrs* 
Kibarian  wanted  trie  student-chefs  to  nave  a  very  brodd  exposure 
to  ethnic  cuisines,  I  tnink  that  learning  about  Russian  culture 
and  cuisine  was  a  benefit  to  the  prospective  chefs. 

In  late  1983  or  early  1984,  Dr.  Barkev  Kit>^rian 
telephoned  and  asked  me  if  I  would  be  willing  to  serve  on  the 
School's  Board  of  Directors.  I  agreed  to  do  so,  expecting  to 
make  a  contribution  to  curriculum  development  and  assist  the 
.School  in  meeting  the  needs  of  students.  Dr.  Kibarian  spoke  of 
meetings  two  times  a  year,  perhaps  a  winter  meeting  in  Florida 
and  a  summer  meeting  in  Maine.     To  date  we  have  met  one  time, 
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roughly  three  years  ago  at  the  Westin  Hotel  in  Washington.  Only 
one  other  member  of  the  Board  of  Directors  was  present  for  that 
dinner  and  we  did  not  discuss  the  school's  programs  or 
students.  It  was  purely  a  social  occasion.  I  believe  I  was 
asked  to  serve  on  the  board  so  that  Dr.  Kibarian  could  use  my 
academic  credentials  to  enhance  the  status  of  the  School.  I 
believe  he  uses  my  name  to  this  day  for  the  same  reason.  I 
believe  the  Board  of  Directors  has  always  been  "eyewash".  I 
have  never  had  any  knowledge  of  the  School's  financial 
operations. 

Some  time  after  asking  me  to  be  a  member  of  the  Board, 
Dr.  Kibarian  discussed  a  new  program,  the  Associate  Arts  Degree, 
and  he  asked  whether  I  would  teach  a  history  course.  There 
would  be  five  courses  offered  and  upon  completion  the  student 
would  receive  a  diploma  in  addition  to  the  certificate  awarded 
by  the  School  upon  completion  of  the  culinary  curriculum.  I  was 
very  skeptical  because  I  felt  that  students  in  a 
trade/vocational  school  were  there  because  they  were  not 
academically-oriented  and  there  would  be  no  interest.  He 
persuaded  me  to  teach  the  course  and  I  agreed,  structuring  the 
course  around  culinary  history  and  a  history  of  dining.  The 
class  met  one  evening  a  week  for  two  hours  for  fifteen  weeks.  I 
was  more  than  surprised  at  the  interest  in  the  course  and  the 
high  quality  of  the  students.  Unfortunately,  because  most 
students  were  fully  employed  m  addition  to  attending  their 
culinary  classes*  the  initial  enrollment  in  the  courses  (roughly 
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twelve  students)  dwindled  to  two.  The  other  courses  must  have 
met  a  similar  fate  because  the  Associate  Arts  Degree  program  was 
dropped . 

In  about  1985  Mrs*  Kibarian  wanted  to  begin  an  honors 
program  for  those  students  who  wanted  to  do  more  than  average 
work.  She  hoped  to  award  these  honor  graduates  with  internships 
at  established  restaurants,  both  in  the  United  States  and 
abroad*  She  asked  me  to  head  this  program,  lecturing  in 
culinary  history  and  advising  the  students  on  their  honors 
research  papers.  Three  students  completed  the  program.  I  do 
not  know  whether  any  internships  were  found  for  these  studeatx. 

Other  than  purely  social  events  (occasional  lunches  and 
dinners  with  Mrs.  Kibarian)  and  participation  in  the  annual 
graduation  ceremonies,  this  is  the  extent  of  my  association  with 
the  Culinary  School  of  Washington.  Until  10  September  1990 ► 
when  I  was  shown  a  letter  written  by  Dr.  Kibarian  in  which  my 
name  and  title  were  mentioned  as  faculty  member,  I  believed  that 
the  Culinary  School  of  Washington  was  no  longer  in  operation  and 
had  been  closed*  I  have  never  authorized  the  use  of  my  name  or 
professional  position  by  Dr.  Kibarian  in  any  way  other  than  that 
stated  above.  I  am  not  willing  for  my  name  to  be  used  by  Dr. 
Kibarian  in  connection  with  the  Culinary  School  of  Washington  or 
any  other  entity  he  may  create.  My  position  on  the  Board  of 
Directors  or  as  member  of  the  faculty  was  never  discussed  with 
anyone  until  10  September  1990  with  the  Subcommittee  staff. 
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I  know  of  allegations  by  students  and  accreditation 
officials  against  the  Culinary  School  only  from  news  reports. 
My  own  experience  as  a  student  and  instructor  has  been  mostly 
positive.  There  were  problems  with  provisions  and  supplies  on 
occasion  butr  generally,  my  requisitions  were  always  filled  to 
the  best  of  my  expectations.  The  quality  of  the  students  in  my 
class  as  a  student  was  very  high.  The  quality  of  the  students 
in  my  classes  as  chef-instructor  varied  as  in  any  other 
classroom  situation,  a  few  excellent  and  a  few  sub-standard,  but 
the  majority  were  good.  There  was  a  rather  high  number  of 
student  dropouts  between  first  and  second  semesters,  however, 
and  I  felt  that  was  because  of  lack  of  interest  in  proceeding, 
individual  financial  problems,  or  failure  to  perform  at  a 
satisfactory  level. 

I  only  have  suspicions  about  how  the  Culinary  School  was 
operated*  I  have  no  direct  or  indirect  knowledge  of  financial 
matters  and  know  of  allegations  regarding  student  loans  only 
from  hearsay.  I  do  not  know  Dr.  Kibarian's  motives  in  operating 
the  School.  I  do  know,  however,  that  the  use  of  my  name*  title, 
and  professional  position  was  a  clear  misrepresentation  by  Dr. 
Kibarian.  It  is  a  misrepresentation  for  Dr.  Kibarian  to  imply 
in  his  letters  that  I  am  now  associated  with  the  Culinary  School 
of  Washington  in  any  way. 
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STATEMENT  PBMfff  SL 


Girr*  D.  K*yi»  Prasldant 
highar  Education  Aislstanca  Foundation 

Stfort  tho 

PtHMMRt  SubCOMUtM 

on  invastlgatlons 
U.S.  Sonata 

StptMbar  12,  19W 
Hr.  Chalraan  and  Mtvttrt  of  tht  Suocwwittaoi 

Tht  Highar  Education  Assistant  Foundation  (KEAF)  1$  plaasad  to  rtspond  to 
yowr  r^uatt  that  wa  subm  to  tha  SubcomHtta  *  wHttan  stataa*nifor  tht 
Saihif^n^fcsij9      F«md*t<Wl'»  1»v»lvaa*nt  with  tht  Culinary  School  of 

Thacullaary  School  of  Washington  (CSV)  has  participatad  in  HEAF'i  guartntaa 
Sttwdinfcsi  totaling  not  veluw  of  ff.lN.ftM  for  stutfanti 

SciFI*  Sf  1ts  roTt  w  •  «uifin*er  1»  tha  ftuarantaad  studont  Lean  program, 
HW  parfbmt  procrw  ravlm  of  schools  in  orrfar  to  assist  schools  in  tha 
proptr  adsjiniatratton  of  tha  programs  and  to  usura  co^Hanct  with  prograa 
regulations  so  that  tha  fiscal  Intartsts  of  tha  FwJaraTgovarnaaftt  ara 
protactad.   Tha  first  such  ravlaw  of  CSV  was  porfomad  1n  Juna,  1984.  Tha 
raport  fssuad  following  that  ravfav  statad:  *Tha  ravlaw  tndicatad  savaral 
araa«  of  potentially  saricu*  concarn  which  tha  school  will  nttd  to  addrass  in 
onhr  to  Jcaep  jtsatf  in  coavHanca  with  prescribed  rtgulations  and  good 
buslnats  practicas.-  FlntfiMi  of  this  ravlaw  indlcatad  poor  racer*  keeping 
E!2ic!!'  !i,?,5?  dd?u*ent*tlo*n  improper  disbursements,  and  $rror$  by  tha 
school  in  completing  loan  applications. 

A  laeand  review  of  CSV  w:j  conducted  in  April.  IMS.  While  tha  raport  net*d 
'ftPWMtnts  in  tha  school's  sctoini  Stratum  of  tha  loan  program  it  did  stita 
5h!h#!h,I?  r**i*n         of  conetrn.»  Specifically  nottd  wart  incorrect 
ctrtlflcatlon  of  students'  dependency  status,  tncoaplete  attendance  records, 
improper  d<  burseswnts,  and  a  high  cancellation  rete. 
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I  have  read,  reviewed,  and  initialled  each  page  of  this 
statement  consisting  of  —  pages,  and  I  swear,  to  the  best  of  my 
knowledge  and  belief,  that  the  statements  contained  herein  are 
true  and  correct. 


David  L.  Osborne 


Sworn  to  and  subscribed  before  me 
thi3/#4L  day  oftS^^C^  1990. 


Notary  Public"  NOTARY  PUBLIC 

OtSTRiCT  OF  COLUMBIA 

My  commission  expires: 
:j^Y  COMMISSION  EXPiRFS  APRIL  14.  '*894 
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In  early  1986,  HEAF  became  aware  of  refunds  being  paid  lata  by  CSV  and 
referred  this  matter  to  the  Offica  of  Inspector  Seneral  of  the  Department  of 
t    *tion.   By  June  of  that  year,  it  was  determined  that  tha  school  had  tan 
fa-   ng  to  pay  tuition  refunds  as  they  became  due  and  that  nearly  $650,000  was 
owed  to  students  who  had  withdrawn  from  tha  school.  HEAP  imeediately  took 
action  to  suspend  CSV  froai  participation  in  its  program  and  than  entered  into 
lengthy  negotiations  with  tha  school  over  repayment  of  tha  refund  liabilities. 
A  limitation  Agreement  between  HEAF  and  tha  school  was  executed  on  October  21, 
19*5  providing  for  repayment  by  tha  school  in  monthly  installments  of  tht 
unptf*  tuition  refunds,  aecruad  interest,  and  axcass  special  allowance  billed 
to  tht  Federal  government.  Tha  Agreement  also  contained  various  provisions 
dasignad  to  safeguard  the  integrity  of  tht  program  as  administered  by  CSV  and 
to  providt  appropriate  remedies  in  tha  event  of  a  broach. 

The  school  mads  monthly  payments  to  HEAF,  pursuant  to  the  Li Hi  tat ion 
Agreement,  which  HEAF  in  turn  distributed  to  the  currant  holders  of  the 
students'  loans  as  well  as  to  tht  Federal  Government.  Although  tht  school  was 
currtnt  in  its  payments  to  HEAF,  in  July,  1987,  HEAF  dttemintd  that  CSV  war 
again  failing  to  pay  currant  tuition  refunds  on  loans  guaranteed  by  another 
guarantee  agency.  These  rtfunds  were  promptly  paid  by  CSV  after  HEAF  notified 
tha  school  of  its  intent  to  invoke  the  termination  clause  in  the  Limitation 
Agreement. 

In  June,  2988,  HEAF  performed  yet  another  program  review  of  CSV.  As  stated  in 
the  report  issued  following  that  review,  'The  review  noted  that  the 
institution  continues  to  have  serious  problems  and  administrative  §rtQr$  in 
its  handling  of  the  student  loan  program.  The  school  also  continues  to 
demonstrate  non-compliance  with  the  terms  of  the  Limitation  Agreement  entered 
into  in  October  1988.  The  findings  range  from  improper  loan  disbursements  and 
lata  student  loin  refunds  to  inaccurate,  inconsistent  record  keeping  methods. 
Tha  findings  of  this  review  seriously  question  the  institution's  ability  to 
provide  the  required  internal  controls  as  well  as  its  ability  to  properly 
administer  the  guaranteed  Student  Loan  program,*  HEAF  then  undertook 
extensive  efforts  at  resolving  the  program  review  findings,  even  though  CSV 
had  ceased  usin*  HEAF  as  a  guarantor  and  was  current  in  its  payments  under  the 
Limitation  Agreement.  Although  there  ware  many  discussions  with  school 
officials  and  extensive  review  of  documentation,  CSV  failed  to  satisfactorily 
resolve  all  program  review  issues.  As  was  the  case  in  all  pest  reviews,  HEAF 
informed  the  Department  of  Education  and  the  Office  of  Inspector  General  of 
its  findings  and  worked  with  the  Department  in  an  attempt  to  resolve  the 
issues.  Liabilities  totalling  SIS, 751. 13  identified  in  the  1988  program 
review  were  never  paid  by  the  achool. 

CSV  continued  to  make  payments  on  past  due  refunds  under  the  Limitation 
Agreement  until  November,  2989.   Up  to  that  point,  CSV  had  repaid  SWT, 000 
which  was  distributed  to  approximately  300  student  loan  borrowers  and  the 
Federal  government.   There  are,  however,  approximately  SCO  former  students  who 
are  still  owed  refunds  by  the  school,  some  of  who  attended  as  long  ago  as 
1984.   The  dollar  amount  still  owing  on  these  accounts  **  approximately 
SISOpOOO.   students  who  are  admittedly  owed  by  the  school  are  still  obligated 
on  their  student  loans  for  the  full  amount  of  the  loan  in  the  event  the  school 
closes  or  fails  to  pay  the  refunds  due.  The  effect  of  late  payment  or 
nonpayment  of  refunds  is  to  decrease  the  ability  and  willingness  of  the 
borrowers  to  repay  their  loans,  thus  increasing  tha  default  rate  and  ultimate 
costs  of  the  program. 
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It  it  i^ortant  to  nott  tht  HtAF's  ovtrslght  rtspons1b1lity  with  rtsptct  to 
my  school  rtlattt  to  lily  to  that  school's  ability  to  attain*  stir  tht  studtnt 
loin  progra*  in  accordant!  with  Ftdtral  rtgulatiens  and  HEAF  policits.  HEAF 
has  no  authority  to  dttaraint  whtthtr  a  school,  or  a  particular  progrta 
offartd  to  a  tehoot,  1a  tligiblt  for  participation  1n  thi  Titlt  IV  program. 
Although  HEAF  ofton  qutstlons  whtthtr  particular  prograas <ftttt  Ftdaral 
rtqulrtatnts  for  progra»  tligibility  (t.fl.  imufflciint  m«btr  of  hours 
rtquirtd),  thtta  Uiuti  can  oltiltttly  bo  n  to  Wad  only  by  the  Dtpartmtnt  of 
Education.  Anothtr  najor  arta  ovar  which  HEAF  hat  no  authority  or 
responsibility  1i  that  of  quality  of  tducatlon.  This  gtntral  phrata 
tncofpatstt  things  such  at  tha  Itvtl  of  Instruction,  tht  adaquacy  of 
f admits,  tht  naturt  of  rtprtttntatlont  sadt  to  protptctlvt  ttudtntt,  and 
tht  tchools'  DlacMtnt  ttrvicot,  Thtta  mttttrt  am  proetrly  1n  tht  doaam  of 
tht  Dtptrtitflt  of  Education,  accrtdlting  tgtnclti,  and  11  canting  coaniuions. 
Although  HEAF  hat  no  control  ovtr  or  duty  with  rtsptct  to  thttt  aattars  tht 
quality  of  tducatlon  obviously  hat  a  dlrtct  Iwptct  en  tht  ratt  of  dtfault  by 
tht  ttudtntt.   Poor  tducatlon,  ftisraprtstntations,  rtcrultatnt  practical  that 
rttult  In  tht  tnrollatnt  of  ttudtntt  unablt  to  btntfit,  and  poor  plactatnt 
ttrvlctt  Had  to  significant  nuabtrs  of  dropouts  from  a  school  or  untoploywtnt 
upon  graduation,   tn  tlthtr  cast,  dt faults  rttult  froai  borrowtrt  tlthtr 
unwilling  or  unablt  to  pay  back  thair  ttudtnt  loans. 

In  tht  cast  of  CSV,  coaplalnts  with  rtsptct  to  tht  quality  of  tducatlon  wart 
alaott  constant  froai  tht  tarly  JWO's  to  tht  school's  closing*  Tht  school 
rtctlvtd  wich  ouMicity  ovtr  tht  ytars  concerning  Its  tducationtl  fadl1tltst 
•  witrtortttntations  to  ttudtntt,  lack  of  qutlifita  initructon,  and  poorly 
tfeinitttrad  houiing  progrta.  Unct  ttudtntt'  d1t*at1tf action  with  CSV  ltd  to 
thtlr  rtfutal  to  pay  thtlr  loans,  aany  tuch  coaplalntt  and  alligations  wart 
Mdt  to  HEAF.  Unfortunattly,  thtrt  was  vary  llttlt  HEAF  could  do  for  thttt 
ttudtntt  txctpt  to  rtftr  thtai  to  tht  tgtnclti  which  accrtdlttd  CSV  or  to  othtr 
rtgulatory  bodltt. 

Tht  quality  of  tducatlon  1nutif  coupltd  with  tht  school's  fallurt  to  pay 
tuition  rt funds,  his  coabintd  to  rttult  In  an  txtrtatly  high  dtfault  ratt  for 
CSV.  To  datt.  HEAF  has  paid  tut  SE,44M04  in  dtftitlt  claims  for  borrowtrt 
who  attandtd  CSV.  This  rtprtstnts  a  nat  dtfault  txptnit  to  HEAF  of  ntarly 
WOO,  WO,  with  tht  U.S.  taxpaytr  carrying  tht  burdtn  of  tht  raaaindtr  of  tht 
txptnst.  This  Itvtl  of  dtfault  transmit  Into  a  4«  ptrctnt  aaturt  paptr 
dtfault  ratt  for  tht  HEAF-guarantttd  portfolio.   KEAf 'i  suiturt  paptr  dtfault 
rttt  1s  an  txprttilon  of  tht  ptrctntagt  of  aaturt  loant  that  havt  dtfaulttd. 
Maturt  loans  art  dtfintd  as  loans  that  havt  bttn  in  rtptyatnt  for  at  Itatt  HQ 
days,  at  this  1s  tht  tarlitst  possiblt  tiM  frtaa  for  a  dtfault  clala  to  bt 
paid.  Tht  IMS  cohort  ratt,  at  calculattd  and  publithtd  by  tht  Dtpartaant  of 
Education,  for  tht  Culinary  School  of  Vaihington  1t  it.l  ptrctnt.  Vhilt  this 
is  tht  school's  official  dtfault  ratt,  it  should  bt  nottd  that  it  is  not  a 
trut  rtortttntttlon  of  tht  schooVt  actual  ratt  of  dtfault*  This  rttultt  fro* 
tht  fact  that,  at  ont  point  in  tiat,  CSV  ottaintd  a  largo  nuabar  of  loans  for 
1tt  ttudtntt  through  tht  Firtt  Indtptndtnt  Tnttt  Company  in  California.  Thttt 
loam  wart  told  to  tht  California  Studtnt  Loan  Financa  Corporation  (CSlfC)  and 
strvictd  by  Unittd  Education  and  Softwart  (UES).  ttcaust  of  gross  ttrvidng 
1rrtgular1t1tt  at  UES,  all  guarantor!  involvtd  susptndtd  ptyaant  of  claim  on 
any  loans  strvictd  by  UES*  Th1t  hat  cauttd  an  artificial  rtduction  in  tht 
cohort  ratts  of  aany  school!  btcautt  tht  loans  btlng  includtd  in  tht 
dtnoainttor  of  tht  aquation  at  loam  tnttring  raptyaant  and  txcludtd  fro*  tht 
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waA^i  °nl  £  nu^!:     dtfault  cL1«  To  niustrata 

Sfirt  S'tJ^LSUT^'f.  J*  •*19ft.,E2hort  r*t§  for  cs*  t0  datonstrttt  tht 

25*  °L %jj rS2S"f4r  8MLof  «ELc1,1"»-  For  th#  HEAF-BUarantttd 

portion  of  CSW's  portfolio,  tho  19W  cohort  rata  U  1S.4  ptrctnt.  By 

SUSS  £5  i!MVffKt1  ft  thi  c!f,a  writorE  f£  both  tht 

dK!!1na£"r.of  ^  CSW't  ISM  cohort  r.t.  ju*t  to 

SfiiKl^^Jh^rt  tei  *oh  „r.  accur.t.  rtfltctlon  of  th. 

Whllt  tht  CSM  situation  It  loiMNhtt  uMqut  in  that  tht  school,  unllkt  *tny 
SSLfV        •  tubstantlal  portion  of  It.  prtviout  l!3 litlil,  tB 
ITStT  tA*$  CS",,r5  B#  mi*£'  HEAF  **  f»cod  daily  with  schools 
£  «^V*0M  «W"<rtrativt  and  optional  capability 

^T,?h1^<J*fl■M,'  ,A1!hMflhJ,!1  1  8u«™ter,  «•  havo  no  authority  to  dtttmlnt 
ImKMM&'T  «*1««tM""ty  of  tcucatlon,  M  do  vljorously  pursuo  problsw 
&  I  £2  ft&'^H  ef  "  9u«r«it«r'a  rtteonslblHty.   In  this  rtf ard  HEAF 
h"  •  lWhJ«J»2  ef  iosrsu1v.lv  ttking  fetation,  susptnslon  and 
irTh^SSJ^J0!*  "EL"*  •cfi2?i*w<B        t0  "'^Ict  thttr  participation 
I«J««!udimt  I?'?  r**'  HEAF  h"  *1«»  boon  successful,  1n  way 
l25^?!i  StSMfS  Wi,ntf  <JWM1JMti  owd  by  schools.  Such 
aogrttslwt  action  Is  ntcosssry  by  all  partlas  having  rtsponslbillty  for  tht 

fe&lS^.TFT  ,f  ,1tut$10n«  ™»  that  of  tho  Cullmry  School  of 
Washington  art  to  bo  prtvtnttd. 
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STATEMENT  FOR 


THE  RECORD  BY 


D* WAYNE  GRAY 


CHIEF  BENEFITS  DIRECTOR 
DEPARTMENT  OF  VETERANS  AFFAIRS 
BEFORE  THE 

PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 
UNITED  STATES  SENATE 
September  12-13,  1990 


Mr.  Chairman  and  members  of  the  Subcommittee: 

Thank  you  for  the  opportunity  to  describe  for  the  Subcommittee 
our  various  educational  assistance  programs  and  our  experience 
with  the  State  approving  agency  (SAA)  course  approval  system. 

The  ?;  °i 11 

Two  weeks  after  D-Dayf  President  Roosevelt  signed  the  GI  Bill 
of  Mgnts  into  law.  This  law  is  said  to  have  had  greater 
impact  on  the  American  way  of  life  than  any  law  passed  in  this 
century.  The  educational  benefits  conferred  by  this 
legislation  46  years  ago  set  the  stage  for  changing  the 
significance  of  and  access  to  higher  education  for  millions  of 
Americans.  It  inaugurated  the  concept  of  educational 
assistance  as  an  essential  tool  to  aid  in  the  readjustment  of 
veterans  to  civilian  life  following  discharge  frorc  military 
service. 

$ince  enactment  of  the  first  GI  Rill  in  1944,  over  20  million 
persons  h*ve  been  enrolled  in  some  form  of  GI  Bill  training. 
This  investment  in  education  of  over  J71  billion  has  been  more 
than  paid  back  not  only  in  contributions  made  by  a  better 
tducate*  Nation,  but  also  by  the  increased  income  taxes  paid  by 
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veterans  whose  educational  pursuit  substantially  improved  their 
earning  capacity.  The  ratio  of  return  on  investment  most 
frequently  ascribed  to  this  is  $7  returned  to  the  U.  S.  Treasury 
for  every  $1  provided  in  benefits. 

Montgomery  GI  Bill 

Durina  the  past  decade.  Congress  emphasized  the  need  for,  and 
sought  various  ways  to  promote  and  assist  the  All-Volunteer 
Force  program  and  Total  Force  Concept  of  the  Armed  Forces.  One 
result  was  enactment  of  the  Montgomery  GI  Bill  (chapter  30  of 
title  38,  and  chapter  106  of  title  10,  United  States  Code). 

The  Montgomery  GI  Bill  (M3IB)  provides  education  benefits  to 
individuals  who,  after  June  30,  1985,  first  entered  active  duty 
or  made  a  6-year  commitment  to  serve  in  the  Selected  Reserve. 
{Certain  individuals  who  were  entitled  to  benefits  under 
chapter  ^4,  the  Vietnam  Era  GI  Bill  program,  when  it  expired  on 
December  31,  1989,  also  could  establish  chapter  30  program 
ent  1 1 lement . ) 

The  MGI5  program  has  proved  an  overwhelming  success.  The 
Department  of  Defense  has  notified  us  that,  through  the  end  of 
June  I99Q,  close  to  940,000  servicepersons,  72  percent  of  those 
who  were  eligible,  had  participated  in  chapter  30,  Through  the 
end  of  May,  reductions  from  military  pay  for  such  participation 
amounted  to  almost  $995  million. 

Training  under  the  Selected  Reserve  portion  of  the  ttGIB  also  is 
proceeding  rather  well.  Through  the  end  of  ttarch  of  this  year, 
close  to  170,000  Selected  Reservists  had  trained  under  this 
program  since  its  inception  on  July  1,  1985.  The  Army  National 
Guard  has  had  the  largest  number  of  trainees,  with  some 
67,000.     Next  hignest  is  the  Army  Reserve  with  over  41,000. 
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Other  participation  figures  are:  Mr  National  Guard--over 
18,000;  Navy  *eser ve~-over  17,000?  Air  Force  Reserve — 11,000 
plus?  Marine  Corps  Beser ve~~close  to  12,000?  and  Coast  Guard 
Reserve--iast  about  1,^00. 

Other  Programs 

In  addition  to  the  MG1B  programs,  VA  administers  the 
Dependents'  Educational  Assistance  Program  for  survivors  and 
dependents  of  veterans  (chapter  35,  title  38,  United  States 
Code*  an<5  the  Post-Vietnam  Era  veterans  Educational  Assistance 
Program  (chapter  32,  title  38,  United  States  Code).  The  latter 
is  a  contributory  educational  assistance  program  for  veterans 
and  servicepersons  under  which  the  Government  matches  the 
participant's  contributions  on  a  two-for-one  basis,  while  this 
progran  now  is  closed  to  new  members,  a  large  number  of 
individuals  remain  eligible  to  train  under  the  program  and  many 
currently  are  doing  so. 

VA  also  administers  a  most  important  program  for 
service-disabled  *  veterans.  Although  this  Vocational 
rehabilitation  Program  (chapter  33,  title  38,  United  States 
Code*  is  not  strictly  subject  to  the  SAA  approval  system,  it 
heavily  relies  on  such  approvals  when  placing  chapter  31 
veterans  into  institutional  training. 

Finally,  we  administer  educational  assistance  programs  for,  or 
in  conjunction  with,  other  departments  pursuant  to  statute  ot 
interdepartmental  agreement  (e.g.,  the  Omnibus  Diplomatic 
Security  and  Antiterrorism  Act  of  1986  (Public  Law  99-399)  for 
the  State  Department)*  These  programs  have  far  less 
significant  numbers  of  trainees  than  the  others  programs 
mentioned  above, 
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gtate  Approving  Agencies 

The  need  for  an  effective  approval  proems  for  veterans* 
educations!  programs  became  a  key  issue  of  congressional  focus 
following  documented  abuses  under  the  world  war  II  c:  Bill 
program.  it  had  become  apparent  that  Federal  attempts  at 
supervising  schools  and  monitoring  student  attendance  an* 
progress  were  woefully  inadequate.  Further,  many  considered 
such  activities  an  unwarranted  Federal  intrusion  into  matters 
of  education  policy  traditionally  within  the  prerogative  of  the 
states. 

Conoress  ultimately  settled  upon  a  joint  Federal-State 
cooperative  approach.  it  initiated  the  state  approving  agency 
(SAA)  syste-  S3  a  vehicle  for  states  to  disqualify  poor-quality 
tracing  est a»l i shnent s  and  assist  7A  in  monitoring  compliance 
with,  and  avoilmq  abuse  of  the  GI  Bill. 

The  S^A  course  approval  function  was  an  integral  part  of  the 
"orean  Conflict  01  Bill  and,  due  to  us  proven  effectiveness, 
was  retained  ;n  the  Post-Korean  Conflict  and  Vietnam  Era  G2 
Bill.  It  remains  an  essential  administrative  component  of  our 
current  educational  benefits  programs. 

The  numoer  of  veterans  in  SAA-approved  education  and  training 
programs  has  shown  a  steady  decrease  from  a  peak  of  nearly 
three  million  in  Fiscal  Year  1976  to  slightly  less  than 
one-half  million  in  Fiscal  Year  1990.  This  reflects,  to  a 
large  extent,  the  termination  of  the  chapter  34  GI  Bill  on 
December  31,  1989.  in  any  event,  however,  we  expect  a 
significant  increase  in  these  numbers  with  the  growth  of  the 
Montgomery  GI  Bill.  We  will  continue  to  depend  on  the  SAA 
course  approval  process  to  help  ensure  the  integrity  of  the 
Montgomery  GI  Bill . 
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Current  statutory  provisions  governing  SAAs  are  found  in  the 
sections  under  subchapter  I  of  chapter  36,  title  38,  United 
states  Cod«?.  Section  177;  0f  th«,t  chapter  requests  the  chief 
executive  of  each  State  to  designate  an  SAA  to  act  for  that 
State  in  approving  and  supervising  programs  of  education  and 
training  for  veterans  and  eligible  persons.  Approval 
responsibility  is  stated  in  section  1772,  and  section  1773 
mandates  VA-SAA  cooperation  to  assure  effective  program 
operation  and  compliance  by  program  participants. 

Section  1774  authorizes  reimbursement  to  SAAS  for  reasonable 
and  necessary  salary  and  travel  expenses  incurred  in  performing 
their  mandated  approval  and  supervisory  duties,  and  includes  a 
scv,edular  administrative  expense  allowance.  Section  1774A 
provides  for  assessment  of  SAA  performance. 

The  criteria  for  approving  accredited*  nonaccredited,  and 
on-iob  traininq  courses  are  set  forth  in  sections  1775,  1776, 
and  1777  of  chanter  36,  respectively.  Section  1776  provides 
for  notice  of  course  approval,  and,  finally,  section  17~9 
states  when  courses  must  be  disapproved. 

In  recent  years.  Congress  has  enacted  legislation  to  help 
assure  the  effectiveness,  efficiency,  and  responsiveness  of  the 
SAAs.  For  example,  Public  Law  100-323,  "The  Veterans' 
Employment,  Training*  and  Counseling  Amendments  of  1988,* 
enacted  on  tfay  20,   1966,  authorizes: 

°  reimbursement    payments    to    SAAs    from    VA's    Fead}ust ment 
Benef  i  t  s  account ; 

6  funding    of    up    to    £12    million    each    fiscal    ye  i    fur  SAA 
activities?  and , 
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•  prototype  qualification  and  performance  standards  for  SA* 
employees  and  an  SAA  performance  evaluation  syst.m. 

Following  enactment  of  this  Uwt  VA  contracted  with  67  SAAs  for 
$U*7  million  of  services  during  Fiscal  Year  1989.  SAA 
contracts  for  Fiscal  Year  1990  totaled  $12.*  million. 

Further,  VA,  in  conjunction  with  the  National  Association  of 
State  Approving  Agencies  (NASAA),  implemented  prototype  SAA 
employee  qualification  and  performance  standards,  as  well  as  a 
performance  evaluation  system  which  uses  both  SAA  and  VA 
regional  office  input.  Each  State  approving  agency's  Fiscal 
Year  1*'*0  definitive  contract  included  an  operating  plan, 
proposed  employee  qualification  standards,  and  proposed  agency 
performance  standards. 

•^ore  recent  legislation.  Public  Lav  101-21**,  the  'Veterans' 
Benefits  Amendments  of  1989, -  ?nacted  on  December  18,  1989, 
provided  fundi-9  for  development  and  implementation  of  a 
uniform  national  tracing  curr;culum  for  new  and  current  SAA 
employees  from  the  $12  million  Readjustment  Benefits  account 
allocation  authorized  for  SAA  payments.  The  NASAA,  through  the 
Tows  Deoartment  of  Education  on  behalf  of  all  SAAs,  entered 
into  an  agreement  with  the  University  of  West  Florida  for  t 
development  and  implementation  of  the  curriculum  during  n*r*} 
Years  1990  and  1991. 

Federal  Program  Approval  Processes 

The  program  approval  process  is  needed  to  assure  chfv 
recipients  of  Federal  educational  assistance  are  afforded 
quality  education  or  training  at  reputable  institutions  in 
furtherance  of  the  purposes  for  which  such  government  funds  are 
provided. 
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Under  our  system,  SAA ~  evaluate  courses  and  schools  for  com- 
pliance with  title  38  and  pertinent  VA  regulations.  we,  in 
turn,  review  the  appropriateness  of  each  SAA  approval  action. 

In  approving  courses  foi  VA  benefit  purposes,  SAAs  may  favorably 
consider  accreditation  by  national  and  other  accrediting 
bodies,  but  accreditation  is  not  a  s>rerequ>  ,ite  for  approval. 
About  ^5>  percent  of  institutions  of  higher  learning  and  ?2 
percent  of  noncollege  degree  programs  where  veterans  are 
enrolled  are  accredited,  however. 

In  recent  years,  the  education  benefit  programs  VA  administers 
have  experienced  a  low  rate  of  abuse.  A  number  of  factors  have 
probably  contributed  to  this,  including  a  decline  in  veteran 
school  enrollment  and  the  fact  that  Fost-Viotnam  Era  and 
Montgomery  01  Bill  active  duty  veterans  have  a  monetary 
jnvest^nt  in  the  benefits  they  receive,  as  previously 
described  \bove. 

The  SAAs  also  undoubtedly  have  been  a  key  factor  in  keeping 
abuse  rates  low  through  their  approval  and  supervisory 
process.  Most  schools,  after  initial  approval,  receive  an 
on-site  inspection  visit  by  the  SAA  at  least  once  a  year.  In 
addition,  a  compliance  inspection  visit  may  be  conducted  by  VA 
personnel . 

The  SAA  approval  system  has  proved  its  effectiveness 
over  4  decades.  Indeed,  we  are  aware  of  no  other  operational 
approach  which  is  more  effective  in  preventing  proaram  abuse  by 
schools  or  which  otherwise  would  better  ensure  the  integrity  of 
the  education  benelit  programs  va  administers. 
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Culinary  School  of  Washington 

Vou  asked  *or  any  information  the  Department  has  concerning  the 
Culinary  School  of  .Washington.  The  District  of  Columbia 
Education  Licensure  Commission,  acting  as  the  SAA  under 
contract  with  VA,  approved  the  Culinary  School  of  Washington 
effective  June  2?,  1^8:.  The  school  was  approved  to  offer  a 
diploma  in  Culinary  Arts  and  was  accredited  by  the  National 
Association  of  Trade  and  Technical  Schools. 

Over  the  years,  VA  performed  annual  compliance  surveys  at  the 
school  and  found  routine  reporting  and  approval  discrepancies. 
These  discrepancies  involves*  absence  reporting  and  other 
approval  issues.  The  SAA  and  the  school  usually  provided 
adequate  responses.  Never t heless t  follow-up  surveys  were 
reconnen led . 

Durina  a  sjrvev  i  Decen^r  of  1984,  VA  found  that  the  school, 
after  provHir. a  assurances  during  the  previous  surveys  thfct  it 
hai  taken  action  to  correct  exist inq  discrepancies,  continued 
to  engage  in  activities  contrary  to  VA  requirements. 

After  attempting  unsuccessfully  to  obtain  adequate  responses 
from  both  the  school  and  the  SAA ,  VA  suspended  payment  of  VA 
benefits  to  newly  enrolled  VA  students  effective  August  lb, 
1985.  This  was  the  first  step  toward  referring  the  school  to 
the  stations  Committee  on  Educational  Allowances  with  a 
recommendation  to  suspend  benefits  for  all  VA  students  and  to 
withdraw  the  school's  approval. 

A  meeting  was  held  with  school  officials  on  Auaust  21,  1985,  to 
ensure  that  they  understood  what  constituted  acceptable  correc- 
tive measures.  However,  neither  the  school  nor  the  DCSAA 
responded  with    adequate     assurances.     Consequently,     payment  to 
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all  V*  students  was  suspended  effective  October  16,  1985,  and 
the  Committee  on  Educational  Allowances  (an  Ad  Hoc  committee 
formed  to  hear  such  compliance  disputes  and  recommend  action) 
was  directed  to  convene  to  consider  formal  action  to  withdraw 
the  school's  approval. 

The  school  responded  to  our  action  by  letter  of  December  4, 
1985.  This  letter  offered  prima  facie  evidence  that  adequate 
corrective  measures  had  been  taken  by  the  school.  However,  VA 
decided  that  a  site  visit  should  he  conducted  by  Washington 
regional  office  personnel  to  ensure  that  these  measures  were 
actually  in  place  before  action  would  be  taken  to  restore  VA 
benefit  payments. 

It  should  fce  no*ed  here  that,  in  1986,  the  Washington  regional 
office  terminated,  for  noncompliance,  the  contract  under  *u 
tKe  t>.C,  Education  Licensure  Commission  acted  as  SAA  for  the 
District  of  Columbia.  The  Washington  regional  office  then 
assumed  these  responsibilities  itself. 

va  conducted  a  follow-up  compliance  survey  of  the  school  on 
December  19,  1^85,  and  round  that  ma^or  discrepancies  still 
existed  involving  both  approval  issues  and  enrollment 
certification  data  submitted  to  VA.  Surrey  staff  recommended 
action  to  withdraw  the  school's  approval,  and  such  action  was 
initiated  in  March  of   1986 ► 

On  Marcvi  L ,  lqBG,  a  meeting  was  held  at  the  Washington  regional 
office  with  representatives  of  the  DOE,  Inspector  General's 
Office,  Inspector  General's  Office,  the  FBI,  and  education 
staff  members  of  the  regional  office.  It  was  disclosed  at  that 
time  that  both  the  KB  I  and  DOE  were  invest igatinq  this  school 
based  upon  numerous  complaints  received.  We  shared  information 
obtained  during  the  compliance  surveys  with  these  aqencies. 
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When  we  advised  school  officials  of  our  intent  to  again 
initiate  withdrawal  of  the  school's  approval,  they  obtained 
legal  counsel  to  contest  our  findings  and  recommendations. 
Negotiations  began  between  the  school  and  the  Washington 
regional  office's  District  Counsel.  Before  a  formal  hearing 
was  held,  the  District  Counsel  reached  an  agreeuent  with  the 
school  and  it  voluntarily  withdrew  its  approval  to  train 
veterans.     This  withdrawal  was  effective  on  April  18,  1986, 

The  agreement  with  the  school  included  a  stipulation  that  it 
could  reapply  for  approval  after  January  1,  1987.  The  school 
did  reapply  in  early  1987,  but  was  unable  to  meet  VA  approval 
requirements.  The  school  again  reapplied  for  approval  to  train 
veterans  in  early  1988,  Once  more,  however,  the  school  failed 
to  meet  arprovsl  requirements- 

we  note  i-si  -.o  s  jnr.if  i  cant  r.umners  of  VA  stur:pnts  were  at  any 
time  enrol  lei  in  the  Culinary  Scnool  of  Washington.  In  fact, 
when  V*.  suspended  payments  in  October  198* ,  or.ly  14  Vft  student? 
were  i:?ntified  as  ne;ng  enrollej  at  the  school.  VA*s 
subsequ'.-t  compliance  survey  in  December  1 96 S  found  that  only  6 
VA  stude-.Ls  remained,  out  of  a  total  student  body  of  243, 

^r.  Chairman  and  memheis  of  the  Subcommittee,  this  concludes  mv 
stateme^.1: . 


-10- 
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cofwiT  #  £2 — 


September,  6  1990 

United  States  Senate 
Deputy  Chief  Counsel 
100  Russell  Building 
Washington,  D.C.  20510 

Dear  Mr.  Sopko: 

Per  conversation  with  you  on  September  4,  1990,  please  use  this  letter 
as  a  guide  to  my  observation!  while  employed  at  the  Culinary  School  of 
Washington.    I  found  that  the  managerial  techniques  used  in  the  daily 
operation,  was  a  determining- factor  in  ttie  creation  of  problems  for  the 
school . 

Policies  and  Procedures  were  not  being  used  from  the  Department  of 
Education.    The  turnover  of  employees  was  unusually  high,  and  the 
complaints  by  former 'and  current  students  concerning  the  actual  cost 
of  attending  the  school  was  high.    While  employed  with  the  Culinary 
School  of  Washington,  I  received  anywhere  from  six  to  eight  telephone 
calls  or  visits  from  sfcsdents  saying  they  were  told  by  the  Admissions 
Representative  one  cost  of  attending  the  CSW,  when  they  were  actually 
being  charged  a  cost  totally  different  from  the  initial  enrollment  cost. 
I  was  told  by  Hr.  Kettler  to  refer  these  calls  to  the  Accounting 
Department. 

I  could  not  find  the  Regulations  from  the  Department  of  Education(Dear 
Collegue  Letters,  Annual  Regulations  etc.,}.    The  Financial  Aid  Department 
had  no  way  af  knowing  the  changes  by  'he  Depar  tment.    In  school  changes 
were  not  expressed  in  writing  either.    The  school  had  no  policies  or 
procedures  for  the  daily  operations.  This  concerned  me  a  great  deal. 

I  noticed  on  several  occasions  when  GSL  applications  wert  signed 
but  the  remaining  information  on  the  application  was  blank.  If  the  students 
are  not  counselled  in  financial  aid  about  their  obligation  for  repayment 
of  these  loans,  the  default  rate  will  be  extremely  high  for  C$W. 
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These  wert»  the  major  problems  I  noticed  at  CSW.  My  tenure  was  brief 
with  this  company  because  I  slmplv  could  not  work  for  a  company  that 
was  as  unorganized  and  one  that  experienced  as  many  problems  as  CSW. 
1  do  believe  under  the  proper  management,  CSW  could  have  been  one  of 
the  better  Career  Schools. 

I  am  a  great  believer  1n  following  the  Policies  and  Procedures.  It 
is  a  great  guide  to  follow  when  you  want  smooth  operations  from  any 
company. 

If  I  can  be  of  further  help,  please  contact  me. 
Thank  you. 


Deborah  A.  Simmons 


PS.    1  also  noticed  a  lot  of  complaints  concerning  checks  signed 
by  someone  other  than  the  student. 
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P|twiwri 


Pans    Rome  Beijing 


Dear   President : 

The  key  ingredient  for  "Tirami  Su*\  en  outstanding  Sicilian 
dessert,  is  mascarpone  cheese ,  impor t ed  lady  f i ngers  soaked  in 
espresso  flnd  rum,  and  chocolate.  If  the  recipe  is  followed  by  an 
experienced  chef,  the  outcome  is  perfection  considered  a  moat 
outstanding  d&ssert  among^ connoiseurs . 

Enclosed  is  a  proposal  for  your  own  turn-key  cooking  school, 
prefected  by  experience  and  proven  the  most  profitable  new  pro- 
gram in  demand  by  students  and  a  depression-proof  job  market. 

Financially  painless  for  you  to  start  because  we  do  all  the 
work,  and  the  tuition  ±%  in  your  hands  before  students  start  the 
pr  ogram . 

Please  rpsd  the  enclosed  proposal  and  Call  me  for  a  meeting, 
or  let's  just  talk  about  it.  There  is  no  cost  or  obligation,  and 
this  creative  program  cnuld  double  your  current  revenue.  I  can 
be  reached  at   JOl - 93 3- 282} .     Please  call  now. 


Yout s  truly, 


rv  CwCvL  P  •  S .   If   you  would  like  a  sample  of  Tirami  Su.  call 


Barkev  Kibarian.  Ph.D. 
Chairman  of  the  Board 


7624  Mary  Cassatt  Dnve.  Potomac.  Maryland  208^4 


(301)983  2823 
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CULINARY 
^SCHOOL 

^WASHINGTON 
Paris    Rome  Beijing 


Financial  end  Consulting 

AGREEMENT 
To  Implement  The  Chefs  Program 


The  purpose  of  this  agreement  is  to  create  a  Chefs  Program 
for  you  that  meets  the  standards  of  academic  excellence  and  is 
financially  sound. 

^A**m  **an  14  to  essemble  the  first  class  efficiently  in 

order  to  limit  the  cash  outlay  for  both  parties. The  Culinary 
School  agrees  to  orient,  train  and  advise  the  school  staff 
regarding  the  food  service  industry  and  the  educational 
component;  recruit  students  and  faculty;  to  administer  and 
evaluate  the  initial  class  to  accomplish  a  smooth  take-off,  calm 
5?d      fe!Ch  Weltered     harbor     of     continous  and 

expanding  financial  regards 

The  specific  resources  provided  by  you  and  the  schedule  of 
payments  are  carefully  designed  to  synchronize  with  the  program's 
accomplishments,  toward  the  common  goal  of  generating  a  clase  and 
the  resulting  revenue. 


7624  Mary  Cassatt  Drive.  Potomac  Maryland  20834         MOj ) 983  2823 
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The  implementation  of  this  program  is  made  up  of  four 
stages:  First,  the  Culinary  School  will  provide  a  lesson  plan  end 
curriculum  to  aid  in  meeting  government  and  accreditation 
requirements.  The  second  stage  is  securing  a  classroom  site  and 
recruiting  students.  The  third  stage  is  recruiting  facul ty , super- 
vising the  teaching,  and  controlling  the  standardized  requisition 
procedure  for  providing  raw  food  for  cooking.  The  final  stage 
is  an  insurance  policy  to  assure  continued  success  and  to  meet 
any  emergency  (such  as  a  "a  faculty  member  quits"  in  the  middle 
of  the  semester),  review  and  bolster  recruiting  effort  to  assure 
a  continous  flow  of  students.  In  essence,  the  program  will 
operate  as  you  er.vision  it,   and  if  you  need  us  we  are  here. 

A  class  of  25  students  based  on  a  tuition  charge  of  $6000  to 
$8000  will  generate  $150,000  to  $200,000  per  class.  The  Culinary 
School  is  prepared  to  generate  this  class  generally  within  a  two 
month  period.  The  cost  of  the  complete  program  is  only  $50,000. 
The  following  payment  schedule  is  designed  for  you  to  provide  a 
modest  deposit  until  tha  flow  of  revenue  is  assured. 

Stage  One:  The  Culinary  School  will  provide  a  turn-key 
Chef  Program,  fine-tuned  over  a  ten  year  period. The  refinement  of 
the  curriculum  and  lesson  plan  has  had  the  benefit  of 
practitioners  and  educators  such  as  the  Chefs  of  French  , 
Italian,  Swiss  and  Belgian  Embassies,  to  name  a  few.  Dr.  David 
Osborne,  of  the  Library  of  Congress,  is  among  the  educators  who 
are  also  graduates  of  Culinary  Schools  and  Universities.  The 
Lesson  Plan  also  relate?  to  various  text  books  for  reading 
assignments  and  subject  development. 

In  addition  to  the  detailed  d*  i  1  y  lesser,  plan,  the  following 
are  included:  one  uniform,  a  Hankie  knife  set.  a  set  of 
coordinating  text  books,  a  sample  contract  to  rent  outside 
facilities,  standardised  examinations  ,  standardized  daily  food 
requisitions , and  procedures  for  daily  proficiency  asessment  of 
faculty  and  student.  The  program  is  applicable  to  clock  or 
credit  hour  arrangements.  This  material  is  more  than  enough  to 
obtain  regulatory  approval. 

The  total  cost  of  the  program  is  $50,000.  However,  the  first 
stage  merely  requirns  $15,000  d^p^sir  sn  that  ynu  may  proreed  to 
meet   your   approval    t  «»quirement  s  - 
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The  second  Stage  is  recruiting  the  first  class.  The 
Culinary  School  will  train  your  staff  and  provide  personnel  and 
advertising  samples  to  solicit  students  to  attend  the  "Che's" 
training  program.  A  salesman  presentation  manual,  "buzz-words*, 
a  prints  sales  presentation  will  be  provided  as  well  as  a  real 
hose  demonstration  where  pizzas  are  produced  by  your  recruiters 
to  enjoy  di:.ner  with  the  family  during  a  sales  presentation.  The 
production  and  mailing  of  edible  rum  balls  are  taught  with  soft 
recruiting  copy  for  prospect*  too  far  for  a  home  visit. 
*,**™Hy'  Cl*"  of  25  wiU  be  "cruited  which  should  generate 
11  2;2  °  t0  S200'000  on    tuition    ranging    from    $6f000  to 

*S,QGQ.    Normally  8  weeks  are  required  to  generate  a  class. 

A  second  payment  of  $15,000  will  be  due  60  days  after  the 
initial  down  payment.     The  remaining  payment  due  is  $20,000  which 

w^?*s!^se  .9°,?*yS  ?f£er  the  firRt  P*3T»ant;  most  of  the  tuition 
will  begin  to  flow  and  be  in  your  posession  from  this  class  at 
tnls  point. 

The  Third  Stage  entails  the  recruiting,  evaluating  and 
monitoring  the  faculty  and  students;  purchasing  of  the  raw 
^*«!iii5°r»  classroonl  cooking, and  controlling  this  procedure; 
!!?h£:?!.  •  ******  esprit  de  corps  among  the  students  and 
enthusiasm  from  the  industry  , 

A+**~t  JdesiSner  uniform  for  your  particular  school  will  be 
designed  and  sources  of  other  supplies  ,  such  as  publishers  and 
food  purveyors    will  be  secured  and  provided. 

no  f!D?s»2Urth  J1?9*  iS  continuous  monitoring  and  consulting  at 
?°  ««ther  cost  to  assure  continued  success.  and  equally 
important,  a  source  of  advice  for  putting  out  fires,  should  they 
arise*  J 
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This  agreemant  may  be  amended  in  writing  only  and  signed  by 
both  parties. 

This  agreement  it  offered  under  the  laws  of  Maryland  and 
shall  become  effective  if  both  parties  accept  by  signature* 
within  30  day*  of  the  date  below. 


Executed  by  the  parties,     hereto,     through    their  authorised 
representatives .  this  day  of  : 


For  the  Culinary  School 


P.S.  Money  back  guarantee:  A  deposit  of  S15.000  accompanied  with 
this  signed  agreement  within  30  day's  of  the  above  date. 


Date. 


For  School 


-4- 


757 


n 


EXHIBIT  f . 


64 


CULINARY 
^SCHOOL 

^ WASHINGTON  LTD 

300  G  St.  N.E. 
Washington.  D.C.  20002 
C2C2)  543-7355 


fj  j  'JLL  -6B90 


'L 


A.  !.  C.  3. 


Dear  President: 


eirecto 


o2  recruiting  for  over  tan  vears. 


I  would  like  to  propose  that  we  establish  a  similar  chefs 
training  procran  cr.  your  eaaous.    t?«  will  provide  the  curricula 
and  expertise,  and  can  essu-*  you  a  air.ijnun  of  100  students 
the  -irst  year.     They  could  not  only  aid  in  operative  vour 
cafeteria,  out  could  also  take  sorse  of  vour  e>:istinr* ac-i-co~* a-e 
courses  m  preparatory  f>r  a  certificate  cr  decree  to  be  tur-1^ 
by  your  institution. 


Sucn  «  procrart  could  oe  an  important  sourc*  of  revenue— 
:  can  tssure  -ou  a  Sir.^tivra  of  s  E  00 , DCO  r.et  profit  -he  -« 
and  SI. 000,000  -*e  second— wa-r.  almost  no  caoital  out^ 
already  -.av«  &  carter- a  and  kltcnen  facilities ,  and 
net  local  fcitcr.er.s  can  be  rented  during  tneir  do 


irs~ 
lay  if 
you 
:ir\e .  * 


-  :dos  icrvard  to  discos sine  this  proposal  wa 
F-ease  ct».  :cr  a  discussion. 


s~ncere-\ 


Barhev  Siberian,  ?h.D. 
Chairman  of  the  3oard 

P.S.     I  ar.  also  interested  m  the  ourcnase  or  a  school  cr 
;oint  ventures^ 


BEST  COPY  AVAILABLE 
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INITIATING  &  MAMAGXK^  A  GOCHMS: 
CH^rS  PROGRAM  ON  YOUR  CAtfPUS 
PEOJSCrSD  INCOME  *  PROFIT 


?.ever,ue  -  per  class; 

Cuitisn  oer  szucer.t  $8400 

25  Students  -  lencsA  o-  Proc-rw  16  WeeXs 

4D  hours  ^»er  vaefe  S CIO, 00  0 


Direct  Ccst  per  Class 

— Fc^  So  oer  aav  x  25  students  x  80  -  $12,000 

Instructi.cn  515  per  hcur  >:  640  days  =  9,  £00 

BccksT  Lessen  Plan,  Ur.ifcrrt,   Knives  *  12,500 

Advertising  per  Class  =  6,000 

Trrzal  Ccerai;:.:  Ccists  *0.200 

Orrss  ?rc=it  SiSr,90C 


Revenue 


y. a t r  1  r u I s t i r: c  ^^'jdcts   2 s ~  V e * : 


i  Classes  eve-/  4  tior.r.s  51,8  90.000 

9  Classes  ?er  Year 

Cirsct  Ccsts  '  . 

9  Classes  cr  22S  Students  360 . 900 


Gross  Prefix  -  1st  Year  51, 525,100 


759 


■    ■  '   Table  II 

Cash,  Flow  -  Scheduled  Dse  a*  Funds 
and  Distribution  qf  Profits 
for  First  CI ass 


Class  Z  Gross  Revenue  5210 r  000 

Minus  Initial  Outl&y  by  Instifiticn  550,00  0 

Minus  Cost  cf  Prsgran  40  .  COO  90  ,100 


Profit  aftsr  Znitial  Outlay  and 


Direct  Csst  of  First  Class         .  5119,90  0 


Class  ZZ  -  To  berir.  .er,e  r,:r,:h  after  1st  Class  s:ir:e: 


?rr~ected  Crsr  of  Class  II 
tc  t£  detuttftd  f r err.  P.ever.uc 
earned  zr™.  1st  Class  Revenue 


>is  tjricutisr.  c f  ~er,a«inir.:r  Profit  Sc?,?CC 


Ins^:';:::r.  recoups  its  ordinal  acvar.c-  c:  SS^OOO  &  tune 
costs  cf  :pcratinc  tr.e  1st  class. 
New  Classes   financed  frrrr.  prefers. 
Institution,  need  r.c:  pur  in  ar.v  new  funds." 

Institution  realizes  70%  returr.  cn  investment  in  four  ir.sr.tns 


BEST  COP Y  AVAILABLE 


o  76,; 
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C*sK  *"ov.   Classes  11  rhrsurh  2:-:,  Illustrate  Use 
*Adrf---  —      **;o*r.ses  *  zr.crtastd  r«rctr.r*r€  cf  ?r=fir  *=r 
VC~I*«I"  cr.:  60%  fsr  your  IrJiTi^u^cr,  Srtrr^r.r  wi^w. 

5^  c'ass  *  70*  Starrier  wish  St*  CIcjss 


Class  II     Gran  Revenue 

Cast  of  Equina*""'  P»CBltyf  Supplies 


Grcs*  Prefix  be^=r»  AilocACiea 


S210, 000 

50>Q00 
FIdO ,000 

50, COO 


S110,OGO 


Class  rrr    Crsss  He7ir,« 
tt^nus  Cast  od  Program 

•S«w  Sirtccsr  ?rssrar. 
Grrss  rrsfit  i:*i=r«  ^llsca: 


S210f000 
50.000 

50.000 


sno.  o:: 


Class  Srrsi  *«"»r.-;e 


"Seccr.i  r.ft::-::«r 

Cress  rT2iLZ  ^f:re  Allcca: 


s:i:.:cc 

:  -      r  - 


 y  -  r.'-s  Ccs::  2i 


Grsss  ZzzfLz  bef era  Allocator 


szio  ,  ooc 
SH375cc 


5120, 000 


i 


Titltlf  IV 

Gtojin  Hnvcuttf?  tor  Hint.  Y*;n  ,  ft  *>f  1 1    .ifh>i  MxiM-iiftuM 
Pxufil  Distribution  t#>  yoiif    Mr;M  I  it!  inn  /.  it.K. 

WllU    Mrttf*    JftfM  (!fl?it!fi 

in  your  I'nvur 
Totn  t  Pi  t>r  1 1 

^JjJll  (jroftij  Hcvirmin  AfUw    i:xpiMi>;fr-i  In    hi:M  flu  I  tpti         (     To  ti,K. 

(SUM  |riU1t  J 
1                     $  210,000                  $     69,900                      $  31,950               1     $  34,930 

1  1                             210,000                            111)  JMin                                 S%,(HH!  5»»f  flllll 

ni                210,000                 ijo#«oo                    'iijMMi  or>,nuu 

iv                  210,000                  nutuoo                     '.r^ooo  s^,  h*hj 

C  oo?.  I  Hou 

V  210,000                        130,000'                           M),000  S2.000 

VI  210,000             '          130,000                           70,000  52,  DIM 

VII  '210,000                         130,000                             70,000  52,000 

VIII  210,000                          100,000                               CO, 000  40,000 

(/fit)  (  JOT.) 

I X  210  ,  QUO  1  MI#J0JHI  jJAfillii  •  411 ' UC|tl 
TolaI»           $1,090,000                  $If(l49.IIUU                        SlilfOSU  i$44J»'r.o 


*  7} 
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Table  V 


bit  Ytmr 

2nd  Year 
3lU  Year 


Gionn  Hcvomso,  Kxpnnnoji,  mid  Profile  Tor  the 
Flrot  *  flecoml  Yc?nra  fc  Third  Year 
fc  Piotit  Allocation 


Krogn  Kevenue 
$1,090,000 

1,090,000 
1 ,090,000 


S 1140 1  inn 

04  0, 100 
040,100 


Profit  to 
Tolni  Profit    the  Institution 


|fO49,9O0 
1 ,049, 900 


$6D5f  9!>0 
734,930 
944,910  .  (2) 


I'jufil 
U.K. 

54  -II, 
314.1? 
1  04  #  9f> 


{1}     Tim  buy-out  flqure,  nfc  the  end  of  the  2nd  year  «« 

(1/3)  (314,970)  *  $104,  990  if  the  institution  desire 

{!)     A:?oumcs  llity-oul.. 

tncrc-nccd  Hevcmie  could  result  by  expansion  of 
numhot  of  kitchrim  mul  recruiting. 


•4 

to 
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Cl&ss  VI  Gross  ?.evft.r:e 
~"  "Sinus  Cost,  ol  Program 


♦Assistant  to  Recruiters 
Cross  Profit  before  Allocation 


5210,000 
50,000 
§160,000 

 30  ,000 


S130  ,000 


Cl&ss  VII    Gross  Revenue 
HTHus  Cose  ot  Program 

*Job  Pl&cestenr  Direrrnr 

Gross  Profit  before  AJLloc^tier 


5210,000 
50,000 
$160,000 

30  ,  COO 


S130r  000* 


Cl&ss  VIII    Gross  ^eyenue 
M^r.us  Cose  of  Prorra^ 

*Directcr  of  M&rkennr  &  Advertisir.o 
Public  P.ei&ticr.s ,  Production  Ccsts 

Gross  Profit  oeisre  ,Clcc2:;cr. 


SIZO, 000 
50 : 000 

sTToTooo" 


so , 


Class 


Srcss  Prefix  nefure  Alio; 


£i;o. oco 

5C . 000 


;  o , : :  o 


%t  this  point,  tr,e  orcfit  distribution  tectnes  70S  zz  tr.e 
Institution  and  30%  to  B . K „ 
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At  ar.v  tine  after  the  end  cf  the  second  Year, 
the  Institution  nay  buy-cut  t>e  proqraz:  fcr  a 
pavsen?  to  ene-third  c£  the  profit  share 

cf'B.K.  over  the  previous  twelve  souths. 


Formula  Success? 

Eecruitir.c  cf  cood  cfjatiity  student  body. 
Retention-- throuch  courj5elir.r . 
Hallir.fr  enrollment  to  replace  drop-outs . 
Cost  Control  to  neet  buiret- 

Training  cf  recruiters  #  Director  {responsible 

"for  retention),  and  faculty. 
Discouraee  jchs  while  in  school. 
Strcnc  "*ch  placement  after  graduation. 
Sicr.ed  contract  with  er.plryer  to  deduct  fret: 

pav  check  any  lo&r.s  to  schccl  or  covernsent. 
Aiuriii  relations. 


p.esidual  I.-^ustrv; 

.    Terr.torarv  er.plsyser.t  aeer.ry. 
Permanent  er.pl  cvrtent  ecenrv. 
F.erlace  all  cr  pert  cf  contract  feeder. 
Caterer  p^rras  cr  full  ~eals  lzzz„ 
res-dents . 
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REPORT  OF  INVESTIGATION 


3£p»TMK  Otlinary  School  of  VaaJtinjtoc,  (CSV) 
>  1601  Cpaowctlcttt  Av«au*,  H.V* 
tfeafalogtoe,  D.C. 

WtHfcS  U-OOO270                    •  ****** 
0"^^                 ™«T#  6S 

Biti  of  Aoport: 

OCT  3B8B 

Typo  of  Roport; 

ciooim 

of  Coo*rrft*r 

Nponof  tic*? 

*       tt7<  Ann         —       ;  : —  ****  gwncMo  •cutfont  looo  roftsido  In 

IfiKUvMBot  prooottd  ol&c*  ■inmnnw:  **•  not  fouod. 


MttrfevtlOA:  original t  BtAdqutrtort 

ADOfOVilO; 

Division  of  B*oaqu*rt«r«  Opsry/iocs 

Othor  HipoftK 

John  L.  Wt,  AiiUttat  Inspector  c*n«r«l 
for  XmMtigatlea  Services 

OFFICE  OF  INSPECTOR  QENERAL 
INVEST)  QATtOtt  SERVICES 

U.S.  DEPARTMENT  OF  EDUCATION 
FOR  OFFICIAL  USE  ONLY 


o 
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AFFIDAVIT 


ESMHTf 

OF 

KAMID  TA BAT AHA I 


I  vat  employed  «t  the  Culinary  School  of  Washington  in 
Auguat  1985  a*  a  part  time  accountant,  and  eubsequentiy  mm  a 
full  time  staff  accountant  at  the  beginning  of  September  of  that 
year.  I  was  assigned  to  start  calculating  tha  refunda  for  the 
etudent*  who  had  dropped  out  of  tha  school  from  1983  to  1985, 
tha  refunda  vara  calculated  for  tha  filaa  which  vara  available 
and  refund  chacks  vara  issued  in  September  1985.  I  wae  allowed 
to  mail  out  some  of  tha  rafund  check*  in  Hovember,  but  tha 
majority  of  tha*  were  ha Id  back  by  Dr.  Kiborien. 

in  Dacambar  of  1985  tha  auditor  from  tha  Department  of 
Education  came  to  tha  school  for  tha  raviav  and  tha  remaining 
chacks  issued  in  September  1985  wara  givan  to  w  to  bi  mail  ad. 
Some  checks  ware  wailed  at  tha  and  of  Dacambar  1985  and  soma  in 
January  1985 < 

* 

Tha  school  waa  having  cash  flow  problems  and  vary  faw 
rafund  chacks  wara  issuad  between  January  and  June  1986,  this 
lad  to  a  temporary  suspension  by  KEAF  in  June  1986/  but  tha 
school  managed  to  obtain   student   loans   from  Wisconsin  Higher 
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Affidavit  of  Hamid  Tabatabai 

Education  Corporation,  Student  loan*  were  obtained  from  Valley  Bank 
in  Wisconsin,  which  vara  not  guaranteed  by  REAF. 

The  school  antarad  into  a  limitation  agreement  with  HSAF  in 
S*pt*mber  19S6  and  vaa  required  to  calculate  th*  rerunde  on  all  of 
tha  loana  awarded  to  tha  atudanta  who  had  attandad  from  1983  to 
1986  baaed  on  tha  data  providad  by  HEAT  .  according  to  thia 
agreeaent  ,  tha  school  waa  required  to  make  monthly  payments 
toward*  thia  debt.  Because  of  tha  commitaant  to  KEAF  .  the  school 
was  unable  to  make  any  refunds  on  tha  loan*  obtained  from 
Wieconein.  Dr  Kibarian  waa  fully  aware  of  thia  ,  but  payments  to 
HEAF  had  a  top  priority, 

Tha  achool  atarted  participating    in  Supplemental  Loans  for 
Students  (SLS)  program  in  March  or  April  198?  which  helped  its 
liquidity.  The  tuition  waa  paid  through  GSL,Pall  and  the 
remaining  part  should  have  been  paid  by  tha  atudants  ,  however 
because  of  the  inability  of  tha  students  to  pay  this  balance  they 
ueed  els  loans  to  sake  up  the  difference. This  helped  the  school's 
liquidity  a  graet  deal    In  June  or  July  1987  a  lump  sua  payment  waa 
made  on  the  late  refunds  to  Wisconsin  Higher  f<t**SZ^>  tffj 

The  problem  of  late  refunds  persisted  becauaa  of  the  school  was 
unable  to  publish  the  list  of  the  drop  out*  in  a  timely  manner  . 
and  occasionally  the  me*  of  the  student,  which  had  the  refund 
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Affidavit  of  Hamid  Tabatabai 


checke  issued  war*  distributed  to  the  recruiters  to  get  tha 
students  bee*  in  the  school,  even  though  tha  30  day  time  limit 
had  iepied.  Tha  school  was  required  to  refund  tha  unearned 
portion  of  tuition  within  30  days  of  tha  withdraws!  date. 

In  early  1988  X  was  instructed  by  tha  management  to 
ensure  that  all  tha  refund  chocks  wars  prepared  within  tha  30 
day  time  limit,  svan  though  tha  drop  out  lists  wars  publishad 
bayond  tha  30  day  Halt,  "like  all  othar  schools  in  tha 
country",  this  is  quits  salf  axplanstory.  Sinca  drop  lists 
wars  publishad  bayond  tha  30  days,  in  ordar  to  issue  tha  chocks 
within  tha  30  dsy  tlma  limit.  Dr.  Kibarian  instructed  me  to 
backdate  the  chocks. 

In  Kovembrr  1989  Dr.  Kibarian  ssked  ma  to  provide  him 
with  list  of  tha  rafund  checks  which  hsd  not  cleared  the  bank, 
so  a  stop  payment  could  be  pi  scad  on  them.  The  funds  were 
apparently  used  to  psy  for  the  legal  fees  of  Dr.  Kibarian 4 s 
attorney.  This  can  be  verified,  since  the  funds  were 
transferred  out  of  SLS  account  (after  s  stop  payments  was  placed 
on  the  refund  checks)  to  general  account,  and  the  checks  issued 
to  attorneys.  1  resigned  from  the  school  because  of  the 
improper  action  of  Dr.  Kibarian  by  placing  a  stop  payment  on  the 
refund  checks.  I  did  not  indicate  this  in  my  letter  of 
resignation,  but  I  notified  his  lawyer  of  this  violation. 
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I  hav.  ntd  .roviawoo  thi»  .tatMMnt  «*)  I  wu  to  th.  bo.t  of  ay 
knwlodg.  «*  bol.if  ,  th.  •utM*nt.  contain^  horotn  «r.  tru.  and 
correct 


Sworn  to  and  aubaeribad  b*fora  mm 
tMa  4th  day  of  October  ,  19*0. 


My  comivsion  axplraa 


// 
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^school 

d  WASHINGTON1  LTD 

W**H*«SW\  DC  20006 
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CULINARY.,.. 
^SCHOOL' 

^WASHMjTON  ltd 

f  F*u*}Ml  South 
H6J4  lyt  fcfftt,  N  W  } 

CAU  (fMi  MMMI    TOU  Wi*  1400424-tm 
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CULINARY 
^SCHOOL 

01  WASHINGTON,  LTD 

VVa^-ngton.  DC  .0006 
CAii  (703)  74} -1*4}     TOU  P*H  1  $90  *24  i>U 


^f/^^^/y  ^*c2&  ^^^^ 
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CULINARY 
^SCHOOL 

of  WASHINGTON,  LTD 


Commencement 


August  Twelfth 
Nineteen  Hundred  and  Eighty-Nine 
Two  O'CIock  in  the  Afternoon 
The  Embassy  of  the 
Federal  Republic  of  Germany 
4645  Reservoir  Road,  N.W. 
Washington,  D.C. 
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GRADUATES 


Robert  D*mty 

if  u  Aimoi 

AMI  I  Aodul-Rahman 

Jaroma  Braxton 

Roto  In  Parkar 

Andra  Broadway 
Paula  Walker 

Dtnnlt  McOura 
Troy  J*cx»on 


MJk«  Htoron 
Ronald  wmti 

BatUa  DlBOtr 


MittNw  Adams 
Ctrl  Stir  ton 
Jamas  Majattt 
NaU  Haddock 

Richard  Bathal 
f%uf  Hart 
Or«9  Quarlti 
Warran  WrlfM 

Audait  Saroour 
Alfrad  Hoimaa 
•  Adaifrvt  Rooartf 
Laonsrd  Thompson 

Blanea  Aooita 
E)  Ira  bath  Gam  boa 
Ar  1st  Ida*  Soia 

Gary  Granski 
Hanna  Tannou* 


EXECUTIVE  GOURMET  CHEF 

AUGUST  14,  ltM 

Row*-*  Lyow 

AUGUST  It,  It 
TahtbQH  KWgl 

October  s,  itii 

FBtrJcjt  Murphy 


Gacrga  Davl* 

Sookar  Broadway 

•  Erie  Oanaat 
LOW  fit  Oray 
Dayttf  Lannltt 
mesh  Swann 

•  Ht«h  Academic  Achkvamtnt 


JANUARY  7,  2MB 
PanW  tawh 

JANUARY  30f  !»•» 
Gacak)  RofrJnson 

FEBRUARY  XX,  ItBB 
Brand*  Madteon 


MARCH  25,  1119 


RO^IO 


APRIL  9, 1SS9 
Jody  Janninaj 

APRIL.  17,  itii 
CftarMw  Stawatt 

MAY  29,  1**9 
Afonkt  Adaniklftju 

AUGUST  9,  Xtit 
Anthony  Martin 

AUGUST  20,  I9tft 
Boooy  SUton 

CHEF  PROGRAM 

JUNE  JO,  ItM 
Cnaryl  Sarnas 
Arthur  Butts 
Richard  ftfeton 
Kannath  WHholta 

AUGUST  S.  Wl* 
Rodarlck  Curtis 
►Jon  Mankfa 
Phyllis  Thomaa 

AUGUST  10f  19ti 
Etta  Oark 
Mirk  MeCtanahan 
Oautfatta  Smith 
Nancy  Wilson 

SEPTEMBER  3.  19M 
En  ma  Andrada 
Lucia  PadWa 
Eftovadtf  Torrf 

SEPTEMBER  14, 1M* 
Car  la  Karoovttefi 

SEPTEMBER  2#,J9tt 
R  ooart  Davit 

SEPTEMBER  2ftr2tSB 
BufnatU  Colas 
Mlehaa?  Far  ran 
Unda  Mamti 

Paul  wail* 


Oarrack  MeConnaii 
Tawanda  Scott 
jamas  Majette 

Phyllli  Tfiomai 


Ciriana  Smith 


Andra  Broadway 
Whftnay  Paufknar 
Oouf  Pratt 


Marvin  Gray 
Dannis  McCJura 
LatJyn  vvnaata? 


Jamas  Grantham 
Daoorah  Road-Ofttatf 
Larry  Smith 


DHela  Cardaruf 
Rooatlo  War  ax 


William  McKanila 


Jody  Jannlnas 

•  Bat  t  la  Oa  Boar 

Di^rtSrM  Graham 
MJehaat  mar  am 

•  Patricia  Schaf 
Waif  Youno 


o 
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Commencement 

August  12,  1989 


Processional 
t  Invocation 

Welcome    Mary  Ann  Kibarien 

President  of  the 
Culinary  School  of  Washington 

Introduction 

of  Commencement  Speaker   Hon.  Robert  P.  Hanrehen 

Admission*  Department  of  the 
Culinary  School  of  Washington, 
Format  Member  of  Contrast, 
State  of  Illinois 

Commencement  Address  The  Honorable  Carl  C.  Perkins 

U.S.  Congressman.  Kentucky 
Committee  on  Education  and  Labor 

Conferring  of  le  Certificat  (fun  Diplome   Don  Kettler 

Academic  Daen 
Culinary  School  of  Washington 

Presentation  of  Citations  for 

Outstanding  Achievement  , . .  Presented  by  Mary  Ann  Kiberian 

Outstanding  Student  Award  Presentation    ...  Dr.  David  Osborne 

Distinguished  Faculty  Award  Presented  by  Francois  Peter 

Faculty.  Culinary  School  of  Washington 

Special  Citation  for  German  Embassy  . ...  Presented  by  David  Bearl 

Presidential  Award   Presented  by  Mary  Ann  Kibarian 

t  Benediction 
Recessional 

RECEPTION  FOLLOWS 


t  Audience  will  please  stand 


er|c  7s^ 


776 


Aimata  Bamhoff 
jama*  Jackton 
Jaffray  Ratcnar 

BUly  Wrlaftt 

Orota  Brawl  nft  on 
Thomai  Nawfey 
Marfa  A.  Your* 9 

Failx  Bonatt 
Calvin  Cority 

*  Tarr  I  La  mar-Burr 
Hiroid  Wallaca 

Ed  Men 
Oratory  Moor* 

CornaN  Ml 

Quantlft  Allfn 
Ktnnttn  Curria 

*  flatar  Hoffman 
Antonio  Orr 
Sandrj  Tor  nar 

Boooy  statin 

Comfort  Boadu 
JOMph  Jaf  frloa 
D«in  RfMr 
Lines  Scnott 

Gaoffray  Barrow 
Gloria  Guardado 
cnrliloonar  Katltr 
Mioual  TJrado 

Tnarasa  Baatty 

Cindy  Johns 
Charta*  Sftsiton 

*  Altca  Uowtn 

*  Joan  H»yat 

Sutfar  Bonnar 

Jan!  JOUfHOn 

Sandra  Raad 


*  John  A  da  mi 

*  Dawaitar  Dlckarson 

•  Clifford  Knoll 

•  frma  Shannon 
Manry  Smith 

Batty  Bool  war* 
Hirold  Southartand 

Jama*  Booxa 

irana  Allan 
tan  Fox 
„  Troy  Jackson 
WWfam  l%tr!ck 
Carolyn  Tot  ton 


rCTOBCR  *.  If  M 
Joaaoh  Cornalloo* 
Jack  uon  An  $ak 
March*  ftofrort* 
Ronald  WaUaca 

OCTOBER  13,  1*M 
Juan  Brown 
Gary  Swinn 

NOVEMBER  20,  IBM 
TtMM  Bollard 
Thomat  Ffaids 
Eddta  *aa 

>Gary  Wood   

DECEMBER  12,  IBM 
David  Grant 
Kaffy  WftlffWd 

DECEMBER  15,  IMS 
Alton*  HIM 
Maxwatl Potnoaxtar 

DECEMBER  26,  IBM 
John  Bladaoa 
Naomi  Glf  t  ord 
Francal!  Jonas 
Graoory  fttvars 
Ronald  Wftlta 

DECEMBER  21,  IBM 
Shlriay  Washington 

JANUARY  13,  19*9 
Evan  Bowon 
Darryl  Jonas 
Kalth  RudHJlt 
Wtlltp  Tharrlan 

JANUARY  23,19*9 
Kannath  Broadus 
Sharon  Goodman 
Taa  Saaifm 
Raoacca  wmiams 

JANUARY  2a,  1*»» 
Gaoraa  Covtafton 
*  Fwcm  f*v*y 


Oyoa  DaP^on 
Rooar.  Minoo 
Ragtnatd  Sya 
pfttiio  wnrta 


Sharon  Nawfcy 
cttanti  wmmiah 


*  Thurmon  Bundy 
» Carol  Kino 
Rand  of  oft  Roolnaon 


Ronald  McGr Iff 


William  Kannady 
Charias  Smitn 

Uaa  Surrust 
Mlchaa*  Haoron 
Anthony  Martin 
1  Jama*  Stavaru 
Eaearanxa  Zayas 


Katly  Fausnfcht 
Richard  Pfctko 
Grot  Sea *as 

Ricky  THIman 

joahiia  Brown 
Mark  Hirrli 
Christina  :haffar 


Ed  Dal  ton 
>  Jonquil  Raata 


FEBRUARY  13, 

IBM 

OX  if  CGtUtH 

Thomat  Halt 

*  Jatma  ftavoivo 

Ouana  Watson 

FEBRUARY  IS, 

19*9 

Cadrte  Gray 

Eric  Muff 

Janfca  McGHl 

Diana  Otlvar 

Ctrlana  Smith 

Eart  Smith 

FEBRUARY  22,  19*9 
Joan  Bakar 
John  Hofmas 
cnaniauicsf 

* '  imothy  Slppta 
Allan  Vica 

"  MARCH  IS,  1MB 

Rooort  Fair 
Anthony  Wills 

MARCH  IS,  1*1* 
Chart  as  Kail 


*  Colin  Coyna 
Car  on  Johnson 
KJ man  Rattf* 

*  Milton  Bpotfht 
Mtchaat  WMt* 

*  Scott  L*wr anoa 
K«th  Whlta 


APRIL  3. 
» Alonao  Bowtm* 
Prastmon  Honor* 
Catharfna  KJna 
Eddla  Rowatr 
Harvay  Turnar 


Amariaono  Burnatta 
Mlchaai  Hottan 

•  OlMt%0  Major* 

*  Jaffrty  Frattyman 
lanthya  Williams 

•  High  Acadamlc  Achtavtmtant 
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Allison  Arms 
Aniu  Barnes 
Rectus -Nu^im 

Otfryl  Carrlker 


Audrew  ftfntity 
Fred  Duruamaku 
Alfy  Mayden 
MtcfweJ  Jackson 
Gory  Sounders 


Cyntfrfa  Somidine 
Amk»  earner 
Joseph  Oant 
John  hfalm 
Msrla  Rondo  n 

David  Barrtow 
Kevin  Mc  Mullen 
Kenneth  Shannon 

Rebecca  ftarnum 
•Gerald  McCoy 
Fred  Sfttptrd 

Dorothy  Adams 
Rena  Voting 

Geoffrey  Behuntn 
Qooscftow  D*mw 
Sharon  Johnson 
M©*et  W]»lim 

Edward  Sneer 
Kim  Jones 
K«ryt  w*t*on 

Donnell  Qreen 
Timothy  Walker 

DenW  Gimu* 
Kevfn  Greene 
Sonte  Mernandet 
Maria  Ochoa 
Bernardino  VMarroet 


APRIL  IS,  im 
Amy  Arfinfton 
MtrHth  lominl 

AMIL20.IM9 
Wiytil*  Wasfilneton 

MAY  8,  Ifltf 
•Micnele  Berry 

Ar»#t<0  Fernr 

Off  ford  Holmes 
•Anthony  McCheeney 

Doom  Smith 

MAY  14,  KIT 
Girl  Grodlee* 
Ahrtn  Dumat 
Sinwnlt  HntI* 
Fiorerttfno  *erex 

MAY  II,  XMt 
DOMfUt  Pfrfti 

OwMOO  Sampson 

JUN£  4,  lilt 
*  Derrtcfe  Hot  man 
•MfertJn  Otcott 
TomratocSoaTatfS 

JUNE  7. 1M# 
Doneid  AWon 

JUNES,  lift 
wiftitmOtv* 
Stceften  EsseJtoeet 
Qierm  Lewis 

JUNE  20, 1M» 

Ethemora  Ofstvnjl 
Cindy  West 

JULY  it.  IMS 
Chertes  Lewson 

JULY**,  SfM 
Clinton  DswWn* 
Eduerdo  HWlWKMt 
Mottemmod  Kamere 
MNttii  Gufnto 


Jams*  ftarktr 
Ore 90f  y  Grime* 
Rooert  Rootns 

Nicole  Whitten 

Jason  Coles 
Paul  OHoeni 
Kenneth  Jackson 
Keith  Pgrtftm 
Utiey  Wlton 

Sernadfne  Brown 
Aioerto  Echetabai 
Dorothy  McDonald 
Maruca  Qufrot 
Antonio  Salines 

Thorn**  Lopes 
Kevin  Patttford 
Mike  Wtnf  MO 

Thorn**  May 
Derek  Patterson 
Eric  Walker 

Mtchael  Davidson 


Anthony  Defrettat 
Pmui  Mayat 
una*  Norrtt 


Jam**  Fryer 
Kaivin  Thompson 


Carol  Waldeck 


Marie  Ftfnandoi 
Joan  Hsrnende* 
Jose  Mandoxa 
Jim  ftyai* 


Mark  KOtly 

David  Thompson 

Faro*  Oenner 
Rooetvoft  Jackson 
Leonard  Mayo 
rWHUam* 


Joan  Beverly 
Ctevefend  McFariand 
R*  cheat  Kay 


AUGUST  *,  itat 
Gary  Ray  nor 

AUGUST  10,  SMI 
Lucy  Gordon 
Ph»K>  Kemp 
AmeSto  l*tnkney 

AUGUST  2*,  *«** 

Mfcfctfft  Grown 
Westey  McKMnay 
Roofn  Wtttta 


Brian  Smith 


Omar  Hassan 
Nathan  Kina 
Francisco  Reyes 


James  Glenn 
Anthony  Motley 


•  Hifft  Academic  Achievement 
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Kojo  Ach*mpong 
MlehtUa  CUfkt 
T«n*9r«  THahart 

Ciroi  Bath  Bowmin 

mew*  mm 

.  Mb  cnjioms 
frliKt  Owutu 

Bobfcy  Chtttnwt 
f*UW*  Rtcftartf* 


PASTRY 

SEPTEMBER  29,  1999 
BoU  AOasJna 
Btft  Hlbaafc 
Chuj  Vap 

JANUARY  7,  1999 
Cacsia  nmoft 

APRIL  1«,  1999 
Annatta  Cotaman 
Pggorah  Rhoga 

AUGUST  12,  lt» 
Chrfstfiana  Kon*4u 
Oivtcf  Sampson 


Ira  Canon 
LatlCia  Karris 


AnatoJe  Nymtck 
Katfay  Martdan 


Sonfa  Ma  pan* 
Willi  wulis 


CATERING 


Sandra  Johnson 
Mfcnaat  Tlmiey 

Marlon  Catoa 


Dim  Franatta 
*  Oonta  Hodga 
Tomoko  Curry 


AUGUST  10*  1999 

Tonya  MeCorWa 
Tim  Wart  nan 

OCTOBER  17,  1999 
Crystal  Warrao   

FEBRUARY  9,  1999 
Mary  Arnold 

MARCH  13,  19*9 
Lalah  Thompson 

AMU  17,  1999 
Carol  Uburtf 


Curtis  Miimousa 
MarsnaRyn  wniuington 


•Jaunait  Race* 


AUGUST  9,  1999 
CadSo  NtiWa 

*  High  Acadamfc  Ac  h  lava  man  t 


Mi  Kir  ad  Syars 
Oonnaff  ctay 
Tim  Clarka 


ADDITIONAL  CHEF  PROGRAM 

SEPTEMBER  29, 1999 
Era  ft  Tasco*Bay 

APRIL  3, 1999 
Thomas  Jonas 

APRIL  20,  1999 
Larry  Maftoy  


MAY  21,  1999 
Chris  Doyja  


Jonn  Norwood 


JUNE  7,  1999 
Kannath  Guast 


The  Culinary  School  of  Washington  wishes  to  express  its 
appreciation  to  the  following  companies  and  individuals  who 
have  made  contribution*  to  the  1 969  Commencement 
Ceremony, 

Atlantic  Foods 
Ehrlich's  Poultry  &  Meats 
Green  Springe  Dairy 
Hanover  Uniforms 

Organist  —  Dena  Bearf 
Minister     James  R.  Tate 
Graduation  Coordinator  ~  Lisa  Block 
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July  4,  1990 


Ms.  Pamela  R.  Pell,  Chief 
Ck>N*rnment  of  the  Diitf  fct  of  Columbia 
Education  Licensure  Commission 
Stofe  Approving  Agency  Division 
71  7  Fourteenth  Street,  N.W. 
Suite  801 

Washington,  DX.  2000S 
Dear  Ms.ReIli 

Thonk  you  for  your  letter  of  June  19  tn  which  you  sought  verification  of  the  status  of  Dr. 
darkev  Klbortafv. 

Actually,  Dr.  Kiborfan  has  not  been  associated  with  Georgetown  University  since  June  of 
19*7.  He  hod  fought  marketing  course*  fn  the  School  of  Bullae**  Admmiitratloa  from 
September  of  f  963  until  June  of  1967,  and  wo*  given  tenure  as  on  Aeeeclote  Professor  in 
\9Ut  just  one  year  i>cf'j*e  ho  ief ♦  the  University 

Tfrtonk  ytx-  f w  seeking  clarification  in  this  matte. . 


Sincere^, 


*Jr.  (VkM  «e'«Heiem  d't  ^tr 
Af^oci'ito  ?f  0*uif 


rVtHCBrtvti 
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DATE 
TQ 


Li  li^/lk$h  

pax*    feg3j  sn(r-4i>ss 

TOTAL  #  OF  PAGES  onemonoQOvwMM} 
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Potto   Rom*  Be$ng** 


AQUUUXT 


X  •*  tlit  M't««it$  ft  f  mil«  •  o«t«rot»*y/ 

Cbtf     rr*t«tw  ftr    tit  tiUtrtitr  tl  IrMfOtre  tlur  imii 
th§  *t««<«r«f  tl  t««4tftit  •t*tlit*at  u<  it  fifttttlajlr 

Tit  last  tltt  la  t*  itltlttt  KM  first  titat'af t itltttly 
U  tHtr  et  Matt  thi  tttl  tatitr  ft*  l«tl  MrUu* 

Tit  statif U  r*««t*«««  ffttrU#4  tjr  els  9*t¥t*tltr 

*rUi;f*rt  ;»<        «r  «*•  fcaiUary  ut»ai  *?*  ltttt*  ttuv 

•J  aall  tt  *t««ttttat  irtft  tit  firs*  **«at  tM  tit  ftilttttlt*  tf 
tilt  rttMvfti, 

i,    Tit  y«lrtfttcr  af  IrU|tM*t  agrtta  It  travM*  iarattsry 
ar  aftiroatlata  lititf  ftailitiaa  f#r  fcr#  at*  Krt,  xitaritB  a**  »»a 
aailtiaaaX  a«ca»a4aeta»  f»r  *  ImU  mmttir, 

I.    Alia*  Mttftg  firmX«4|ti  far  tit  altta  tlrea  »er»*ft* 

it  tit  vaiv*r»ier 

ftl,    *ra?14t  tfCUt  ftaea,  tftltftitfttt.  ati  elarisal  Caat 


^trttmtll  ««fttart  tvttaa  a>  frftvrf tt»^  lOfiii 
■■tltac,  ttlasl  atatlaaaryjaf*  ftattga  ft*  »atU«g* 

0««M»tttt  IS»09Q.|i-«tttaljr  ataaasaiag  tilt 
Mfttffftt  it  tltMl  %r  Mrtita*  lat  m  aa*a  eM« 

111, COO  avar  a  ta*  atsefc  j«ria4.    ftrtfcar  itsaat  f#t 
(It  OaUaar?  falati  it  Itttt  a*  Attttla  J, 


7624  Mary  Ctfttatt  Dfivt,  Potomac,  Maryland  20634  (301)983-2323 
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2»    Tha  Culinary  School  will  plan,  initiate  and  recruit 
etudante  and  faculty  and  atmiftlttar  tho  Qaetronouy/ 
Chef fi  Program*    Studaatt  will  be  encouraged  to  take 
all  of  tht  liberal  art*  count*  required -by  tha 
ttaiveriity  for  tha  Aasociate  and  lacheierve  Degree, 

1*    Culinary  School  street  to  hire  at  ite  aola  axpenec 
any  and  all  ataff  aa  needed, .  Tba  University  of 
Bridgeport  retains  tha  right  'of  approval  of  any 
smploytaa  hired  by  Culinary  Schaol. 

11*    ^Proposed  faculty  Lemfctre  shall  be  recommendftd  to 
tfia  UniTarsity  of  irldgaport  by  theTulinary 
School,    Tba  UBivaratty  of  Itidgepoxt  retaine  tha 
right  to  maka  all  faculty  hiring ^aoiiioaa  and  all 
t  culty  mambare  hirad  ahall  be  amplcyaae  of  tha 
Culinary  School  unlese  epaolfiad  otharvlsa, 
Hevaver.  ail  csiariee  and  tamee,  including,  but 
net  limited  to  aociai  eeeurity,  paid  to  or  on 
behalf  of  amid  faculty  members  by  tba  University 
of  Bridgaport  shall,  be  deducted  from  tha  payment 
evgd  by  tha  Uoiveraity  of  Irldgaport  to  Culinary 
Schoolt 

ill,    Culinary  School  agraaa  to  pay  for  outsia* 
advartiaing  madia  production. 


iv.     Culinary  School  agraai  to  provide  in  eddition  to 
a  currieuiuw  with  a  dally  ieaeon  plan*  tha 
following?    Cna  ucifoi^,  knife  set,  a  aat  of 
textbooks  (for  recruiters  ta  damonatnte) 
a  tender disdd  aftamindtjlo^e  C«*rrected  by  tha 
Culinary  School) f  a  daily  faculty  assessment 
procedure,    Tha  Curriculum  and  iaaaon  flan  ara 
vaiuad  at  150,000  and  will  ba  lo&nad  to  tha 
Unlvtrtlty  and  atudeute  during  tha  length  of  this 
agreement* 

$t    All  'uition  and  fce'e  paid  to  tha  University  of  bridgaport 
by  atudantt  enrolled  in  tha  Ca»trouemy/Che/f s  Program 
crurees  ahall  constitute  tha  gross  ravanua  of  tha 
Culinary  School,    from  tha  groaa  revenue  ao  defined,  tha 
foi!, owing  items  e&ali  bo  deducted* 
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1»    Pacuity  talariaa 

11.    food  costi  and  Administration  of  purchasing  dapart- 
■•At  Cor  daily  cooking 

ill*    Knife  gat,  uniform,  book*  lasseu  plan  (norwally 
included  in  tuttioa  and  feasl 

iv,  Kitehao  facilities  not  owned  or  leased  by -*h« 
University  of  BridgAport  with  approval  of  the 
University.  — " 

v,    The  University  of  Bridgeport  will  in  consideration  of 
Culinary  School  services,  pay  two-thirds  of  the 
residual  to  tht  Culinary  leheol  And  ent-thitd  to  tht 
Bnivataity  of  Bridgeport, 

4»    Culinity  School  has  no  claims  'to  tuition  and  foot  aimed 
hy  the  University  of  Bridtepott  for  caurtas  taken  by 
studente  unrelated  to  the  6eetrono«y/Cfaef Program. 

5»    Culinary  school  agrees  to  ho  aolely  reaponsibla  tot  any 
financial  losses  sustained  in  the  performance  of  thit 
agreement. 

6»    Culinary  School  hereby  releases  and  discharge*  the 
Univereity  of  Bridgeport,  iti  forporators,  trustees, 
officer a,  faculty,  studente, •  efeplaycee  and  agente  of 
and  from  all  claims,  demanded,  /actions  and  causae  of 
action  of  avory  nature,  including*  tut  not  limited  to  all 
losses  or  axpantat  vhicb  say  arlaa  And  ralata  in  any  way 
to  tha  activities  covered  pursuant  to  fchle  agreement* 
further,  Culinary  fehool  agrees  to*4*demntfy  and  hold 
tha  University  of  Bridgeport,  ita  oorporatora.  trugteea, 
officare,  faculty,  etudante,  employees  and  agants 
barmtsss  from  and  against  any  and  all  liabilities , claims 
ectione,  costs  and  expenses  in  any  way  raiatad  or 
arising  out  of  tha  aetivitias  covered  pursuant  to  this 
agreement* 
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7 1    Thii  agntKtnt  *ty  t>*  ooisdtd  in  vireint  ©aly  and 
ilgntd  by  both  p*reit*«  —  - 


it    Thii  atrtowiftt  it  «M6ttfitd  Utiimt  t!*o  Uva  of  cho 

Cosftontftalth  of  Conmcci#ut  and  aboil  bocovo  «f ftcclvt 
Octobor  1,  1990  tad  contiaaa  with  £ttll  fores  and 
offset  until  Octobor  1|  199S#    Sitho*  party 
ttraittfttt  vitfe  40  dtjrf  actio*  btforo  torwinotion  of  i 
oo***t»*« 


Sxocutod  by  thcportloo,  hortto t .  tbrcujh  tjifir  oetfcorlatd 
roprettntotivoti  thia  day  of      ;iK<  ^  ; ;  L'  ,  \  \  '1990. 


tor  tho  TJaivorsity  ol  iridntpoft 


for  Culinary  School 
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EXKUKTi 


300G$t.N.E. 

Washington,  D.C.  20002 
(2(52)543-7358 


16  July  1990 


Or,  Janet  Greenwood,  President 
University  of  Bridgeport 
Bridgeport*  CT  06602 

Dear  Or.  Greenwood i 

H*ry  Ann  end  x  enjoyed  meeting  you        your  key 
executives,    your  home  le  lovely  end  dinner  wea  fine. 

enclosed  is  *  .proposed  letter  X  would  like  to  send 
to  rendoa  selected  leede  not  being  "worked*  end  "drop-out* . " 
This  can  be  a  bulk  mailing,  atapiy  folded,  requiring  no 
envelope , 

The  idee  of  this  notice  is  to  measure  Interest  in  a 
proposed  program.    This  w*U  eoopreee  time  by  searching  out 
at  leeet  100  serious  candidates.    There  is  no  pride  of 
•uthorehip— ohancfat  may  be  made  to  avoid  jeopardising 

approval .  j 

X  look  forward  to  working  with  yote  fine  executive 
"  team  and  will  work  with  or.  «igai  on<tf  day-to-day  beats. 
The  siseion  is  quite  oleert    Provide  'sianifioant  rcvenu- 
to  the  University  consistent  with  academic  excellence." 

tilth  kindest  regards. 


Sincerely, 


Barkev  Klbarian,  Ph.D. 


qcx    Dr.  Eigei 

Mike  Biscigli* 
Hike  Becfcer 


RECEIVED 
JUL  t  9  1990 
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Hi, 

i 
\ 

Have  you  thought  about  bain?  &  Gourmat  Executive 

C  H  8  P  # 

Over  the  years  we  have  received  many  inquiries 
requesting  a  gourmet  executive  chef 1  a  program. 

^  Please  call  now  to  discuss  your  Intereet  in  this 
possible  program  or  any  other  career  you  wiah  to  calk 
about* 

■  h  ■  ' 

Please  call  now  for  a  friendly  /tfilk  •  .  .  •  •  *•  • 


Barkev  Kibarlan,  Ph.D. 
Chef  de  Cuisine 
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300    0    Str««t,  NT 
HMhinytoar  0C  20002 


wtiiiiHHiMiit 
EXHIBIT  #  "  — 


202-543-7331 
Ttltftx  MiMbcri  202-346-5224 


SEKT  TOi 


i 

>  i 


.ruaowiw 


WIS  TtAKSHJTEAt 


WJ$  HUNSKITrAL  CONTAINS 

sasrr. 

mw  do  xor  ischvs  rarroTAL  hjhbm  of  pacesahs  indicated  asove  with 
to  noSum  nSsEmEPsons ow  OpOL^  advise  nsunw 


RECEIVED 
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300GStN.& 
Washington.  D,C  20002 
(202)  543-7358 


18  Jane  1990 


Dr.  Janet      Greenwood,  President 


University  of  Bridgeport 
*  ^Bridgeport,  ct  06602 


Dmt  or.  Orcenwovd* 


slept  In  S chine  dormitory;  the  potential  i*  sxcxting  end 
*  "  working  with  or,  ftigeX  ie  greet.    X  Also  visited  with  several 
administrators  while  on  campus* 

She  $12.5  million  debt  X  read  -about  in  the  newspaper 
■  ie  e  challenge*  X  would  iike  to  take  the  responsibility  of 
eliminating  this  through  the  Chef*  Program  end  here  ie  e 
brieCplent 

Dr.  CigeX  is  in  the  process  of  obtaining  approve!  of 
the  chef  s  program?  the  cefeterie  ie  currently  available  for 
use*  now  that  the  Methodist  •  acinar  is  over. 

Almost  no  expenditure  it  needed  tp  rscrtit  et  ieeet  one 
_  olees  of  25  students  frtJa  the  22,000  ftiftulrles  received  annually* 
et  the  University  of  Bridgeport  end.ftoei  the  aomeel-dfop*^ut 
pool  which  r  reviewed  briefly  also  we  currently  have  500  prospects 
In  our- possession  in  Washington  thet  would  he  excited  at  the 
opportunity  of  earning*  in  Associate  degree  from  e  four-year 
university. 

A  portion  of  the  pool  of.  revenue  generated  from  this  first 
olees  can  he  plowed  back  to  .build  a  tales  force  seat  of  the 
Kissleelppi  to  refer  students  to  the  University  of  Bridgeport 
for  the  Associate  program.    She  kitchen  portion  of  instruction 
can  be  taught  in  their  bc*e  towns  before  coming  to  the  main 
campus  for  their  liberal  arts  courses  in  eeptsmber,  January, 
and  June,  without  adding  any  new  classes;  housing  of  course 
is  already  available—this  will  result  in  100  n*w  students  monthly 
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in  the  chefs  program,    X  sales  force  of  2S  to  50  off-carapus 
recruiters  paid,  in  ••■•nee,  on  ft  productivity  MBit.  They 
will  refer  students  who  meet  the  University  of  Bridgeport 
guidelines,  bat- will  not  be  involved  in  financiai^eid,  will 
produce  these  number*,  . 

xn  addition ,  during  the  aramer  of  1991  I  Juggest  a 
bilingual  chefs  program  be  ottered  in  Spanish  (  we  already, 
have  a  method  ot  instruction  for  this  program),  as  wall  as 
in  Japanese,  Arabic,  and  Ttirklsh,   These  students  will  be 
recruited  by  nationals  in  their  respective  countries  although 
large  loeel  American  ethnic  communities  can  also  be  a  source 
since  thev  are  anxious  tor  their  friends  and  relatives  to 
attend.    This  bilingual  enrollment  will  be  500;  they  may  stay 
on  to  study  English  and  70  on  tor  thm  Associate  degree  if  they 
arm  prepared  to  meet  the  university  standards." 

The  chefs  program  can  be  an  additional  source  of  revenue, 
To  illustrate  i    When  you  walX  into  selected •  llcemintfdale  stores 
on  each  floor  you  pees  by  a  cart  offering  fruit  tarts,  brownies 
coexist,  coffee  and  in  various  buildings  and  on  the  streets  1x1 
new  *orfc  City  a  "water  wagon*  of  various  bottled  waters  of 
the  world  is  offered  to  the  public  r  and  in  the  Harriott 
headquarters  building  in  Hetbesda,  Maryland,  these  items  are 
sold  ta  tftmir  office  smoloyces.    This  is  considered  a  profit 
oantSr  by  Harriott* 

Between  classes  at  the  University  of  Bridgeport  these, 
service  carts  should  be  roaming  the  building,  dormitories  and 
offices  for  a  cup  of  capaocino  or  oof tee  a  ,1*  Viennese  with 
fresh  cream,  jimmies  or  chocolate  in  ithe  oof fee.  These  of 
course  will  be  manned  and  operated  bV  itudents  in  the  chefs 
program,  general  students  end  of  course  the  business- school 
oah  alee  have  a  role  in  this,  new  ent±epreneucship« 

The  Domino's  feissa  store  near  George  Washington  University 
does  loco  pissaa  a  dayi    The  trend  now  at  universities  is 
out-reach  tor  food  services.    There  will  now  be  a  natural  , 
labor  force  to  draw  from,    schine  dormitory  now  simply  has 
gaming  machines,  two   soda  machines  end  assorted  peanut:  butter 
cracXere  type  machines,    a  cart  offering  miniature  pisses ,  mil* 
and  desirable  items  wou!4  be  stampeded, 

The  typical  Domino* s  does  one  million  dollars  annually • 
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•  co roar,    k  Cull  fare  delivery  can  also  reach  out  to  Fairfiald, 
Bridgeport ,  firms/  and  officss  and  also  ships  and  yacht*. 
An  eu  ccurant  attitude  toward  food  service, 

The  food  service  center  can  and  should  be  a  profit 
center.    X  was  made  aware  that  a  labor  contract  is  being 
negotiated  and  do  not  wish  to  muddy  the  water.  Kowevar, 
the  chefs  progra*  through  internship,  (no  cost)  and 
'  apprenticeships ,  can  save  75%  of  labor  and  management  costs. 

The  colleges  and  universities  with  their  own  food  services 
have  an  organisation  referred  to  ee  NACOTS  (national  association 
of  College  end  University  Pood  Services)  headquartered  in 
fcensing,  Michigan,    These  employees  would  like  to  earn  an 
Associate  degree  end  would  be  perfect  to  attend  turners  at 
the  Uhivsreity  of  Bridgeport  as  would  thousands  of  food 
service  amployee*  at  hospital  nursing  homes,  hotels,  restaurants 
to  name  a  few  especially  as  we  develop  e  flexible  schedule. • 

X       Looking  forward  to  meeting  you  for  a  discussion  over 
lunch  or  dinner  to  make  the  $12;  5  million  dollar  debt  reduction 
a  cause  celebre. 


Best  regards, 


narkev  Siberian,  Ph.D. 
Chairman  of  the  Board 
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300GSt.N.E. 
Washington,  D,C.  20002 
(2(2)543-7358 

30  1990 

Or*  Xdwin  0.  algol,  Jr. 
Provost  and  Vic*  rr*»idant 

university  of  Bridgeport  _, 
*ridgftport,  CP  ottoi 

Daa*  Dr,  £ig«lr  ,  * 

X  ftpprtdifttad  thft  opportunity  to  difOUM  In  furt^r 
dotail  »y  proposal  to  dsvslop  a  g«»tronoay  gouxwit  chsf *s 
progras*  on  your  oaatpus,. 

A*  *  raftult  Of  OUT  discussions,  at  nuggost  m  M«t 
FrJWUiy,  1  <runo  ItfC,  «t  10  «a,  to  flnaUss  an  Initial 
agromant  to  initiftta  taa  program  Monday,     %rvm#  1990. 
X  will  •Imply  n#*d  mm  office  imgi  to  feogin  ay  work 
atarttog  1  ffum  1990  and  to  continue  throw*  tn*  following 
vtik,    Thraa  cthar  wplovM*  will  Join  *s  In  ft  faw  days  for 
ft  total  of  four  to  xaorult  studants  for  •  olaas  copwanoing 
14  July  1990,   tro  prof  or  hsiag  oloaa  to  tha  admissions  office* 

X  will  prooosd  to  find  a  suitable  kltohsn  to  hold  ele«**»? 
enclosed  is  ft  similar  typo  itframiAt  wo  normally  uss  to  rent 
-fcitoaena  during  their  down  time.       ,  j  >  ~  . 

/  I  * 
The  University  of  Bridgeport  will  provid*  a  oheoJc  for 
ll/OOO  HAdft  out  to  jcibarian  Associates  on  1  Juno  1990, 

Tha  remaining  staff  w*U  oome  on  campus .  Ksdnssdsy ,  6  Juna, 
end  it**  on  campus  or  ft  near-by  motel  and  work. six  day*  a  w**x; 
their  expense*  and  aalarie*  will  fee. born  by  u*  from  the  next 
paymsnt  of  $4,000  duo  fridey,'  i  June  1990* 

You  already,  nave  «•  oony  of  ft  projected  lnooBMi  and  profit 
statement  beeed  on  a  successful  ehe**  progrs*  on  your  cempus* 

Kir  1*  ,Jm1v  iQ^ft      rut™**  n*vm*«M%  t-.n  ma  «rft1  ha  aonftiatant  with 
tna  "proposal 'outUnod  in  thi  projected  InooM  ftnd  profit 
statement* 
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Xa  mm  for  thaw  ptymats*  Kibarian  Miooltm  aetata 
not  to  sttibUtfa  a  limilar  proyrm  *t  tny  oth«r  campus  la 

CO&MOticUt. 

MUr  thia  axrangssitttt  has  Mm  in  affaot  for  sixty  days, 
tl^ar'Mm  vliVfiwo  tha  right  to  a**  that  *  mora, formal 
ooatract,  incorporating  tht  dataila  of  ow  *ntnf#awtf  ha 
drafted* 

Ha  fwtha*  pi*d*a  cur  Mat  af  forts  to  priwpfcXy  provide 
tha  cnltmraity  of  Bridoapor*  vita  *  curricula  and  aarkatln? 
plan  wtiioh  will  auooassfttUy  astabliah  tha  Cnlvarsity  of 
aridgaport  aa  amajor  osatsr  for  training  gorasat  ohafs 
-  and  oniiaary*  apaciaUst*. 

X  and  my.  assodafs  look  forward  to  a  long  *rtd  :produo*ira 
relationship  with  you  Mad  vith  tha  tfai*araity'  of  Widgaport. 


3i»0*rady  yours. 


ftarkav  Kibarian,  *h.D. 
for  Klbarian  Aasdciatas 


Xgraad  this 


day  of  May  1190 


for  tha  Uai varsity  of  Bridgeport 
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TABXE  X 

rarriATEK;  s  hmuwhjw  a  gourmet 

CfiETS  PSOOKAK  OCT  XOC*  C3UCW3 
PROJECTED  XHCOHS  «  PHOTS? 


"i5!S.;  gg  SlS&t  MOO 

25  StOdant*  -  l«not±  of  Progrw  1$  WoaJs* 


40  hours  per  5210,000 


^fSd  ft  itTjty  *  is  ttod«at«  x  *0  -  112,000 
Instruction  f IS  pmr  hour  x  €40  day«  9,600 

Boole*,  I4IIOR  Plin*  Pnifom,  Raiv««  »>,  ,12,500 

Mvftxtlsiny  par  CUM  "      6  #000 

Total  Operating  Co»t»  _  <0,1Q0 

Gross  Profit  5169,900 


1  Clusbs  «v«ry  4  KontH*  SI, 890, 000 

9  ClMses  P«r  V««r  /  . 

DlTBCt  gggt| 
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■•■  •       —  xabi#  XX 

Cmslv  riw  -  fictooulod  0*o  of  road* 
and  Distribution  of  Profit* 
for  First  Class 


ClfcSS  I  ggffli  gggffla                                      _  $210,000 

Ktatw  Initial  OutUf  by  Institution  $SQ,0Qj) 

Htm*  Cam*  Of  Pvoqvm                     ,  40*000  *Q«*0fl 

from  a£tar  Initial  Outlay  and  / 

Diraot  coot  of  rixit  class  lil9,9oo 


Class  *X  -  Tfl  baoia  ons  jaontt  af  tar  1st;  Clas s  startad 

Projects*  Cost:  of  Class  IX 
to  be  daductad  trca  Ravanus 

lamed  from        Class  Rsvanua  50,000 

Distribution  of  JUaainin?  Profit  (69,900 

SOi  for  Institution           %      /  \   '  $34,950 

SOt  for                                   ,  |  '  ►  $34,950 


Institution  rtcoupg  it*  original  advwct  of  $50,000  4  thm 

oosts  of  opexaeino  tfca  lit  class. 

Saw  Claatss  financed  fafooi  profits. 

Institution  nosd  not  pat  In  any  now  funds/ 

Institution  realises  701  rttum  on  investaans  in  four  months. 
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Tab la  III 

Cash.  Flow,  Classes  II  through  XX,  Illustrating  Ua*,o* 
♦Additional  £x?en*as  &  Xncraaaad  Percent*?*  of  Profit  for 
your  Institution*  €01  for  your  Institution  Starting  with 
5th  Class  £  70%  Starting  with  9th  Class 


Class  II   gross  Kavyiua  $210,000 
Hintt*  Cost;  OS  F*o*raia 

Cost  Off  Squi;?mant,  Faculty,  Supplies  50,000 

—                                                -  1  $160,000 

*   *»aw  FUll-ti»o  Raqruitar  SO f 000 

Gross  Profit  »afors  Allocation  _  9110,000 

...  ,  .  / 

Class  III   Gross  Ravenus  $210,000 

1 1  kinus  icst  of  frog raw  S&tfiSS 

$160,7>00 

*Nev  Diractor  of  Procrram  50,000 

Gross~PrOfit  before  Allocation  $110,000 


CllSS  XT    Oroti  Ravanua  $210,000 

Hlhus  Cose  o^  Procrrsm                   .  -       5^  QQQ 

/  $153,505' 

*  *Seccnd  ftacruitar                          »  *  50.000 

Gross  Profit  bafora  Allocation  SiiO.OCO 


Class  V    gross  wtnttt  $210,000 

^SZHua  Cost  ot  Projrw  .  ^     50,000  ,.„. 
•                                     ■  •  ■  .  $160/000 

'    'Assistant  to  Diractor   30,000 

Gross  Profit  before  Allocation  $120,000 

At  thxs  point:,  *he  profit  distribution  fcscsno*  $<':%  to  tr.s 
Institution  and  40%  to  B.K. 


So;; 
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Gross  Ksvouua  for  Hruk  T>v*r,  Profit  /ffl^r  Rxjn-imio* 
&  Prcfflk  Uistribution  to  ym%r  fttttl  (l.titiiw  t  ft*  K. 
If  i  tit  Hat  ft  Itturc»n«c«  f 
it*  your  rnvor 

* 

ToUl  Profit 


Class 

Cross  ItavoftUs 

A? lor  f£ttnt*ftf!r«ff 

N «»f v  liMLlVil 

Tt\  It  K 

\  «*w  m  # 

I 

~      ^»^p  w  p  w  w  ™ 

$  G9f900 

!  34,950 

f    f  34,950 

IX 

210,000 

110,000 

5S,000 

55,0»o 

I IX 

210,000 

110,000 

55,000  * 

$5,000 

3V 

210.000 

110*000 

55. COD 

55,ooo 

160%} 

(40%) 

V 

210,000 

130,000 

78,000 

52,000 

VJ 

210,000 

130,000 

78,000 

52,000 

VIX 

210,000 

130,000 

78,000 

52,000 

.  VUI 

210,000 

loo.poo 

$0,000 

40,000 

(70%) 

,  130%) 

IK 

210  /oOO 

1*0,000 

112,000 

.  48,000 

Totals 

$1,090,000 

$1,049,000 

S<h> 

$f»05t?S0 

• 

-3 


TtbU  V  ..  „ 

Groat  RtTenua,  Rxpanco*,  and  Profit*. for  fcno 
rijrt6  *  Bacond  Yeara  6  Third  Year 
V.Profit  Allocation 


Jut  Yonr 
2nd  Yaar 
3rd  Y*ar 


Otwi  Rgvtngg 
$1,BS0,0D» 
1,890,000 
1, §90,000 


ExptngttS 
$t40,l0U 
149,109 

a4o,ioo 


Profit  to 
Total  profit    th»  Inatltatlon 


$l,8<*rS0O 

lfO4*t90H 
i,O49r900 


1*05,9*0 

7*4, 93a 

944,210  ,  C2> 


VtoTl t 

$44  !,  C>H« 
314,971 
104,  991 


U5    Th«  buy-out  fiqure,  at  tt*a  end  of  the  2nd  year  is 

U/3M3i*,970)  »  $104,990  U  tha  institution  desires, 

(2)    Aaamaaa  ttuv-out. 

Increased  Revenue  could  ratult  by  axpattaion  of 
ntnbar  of  Jcltchrua  and  racruitina. 
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ScNWAUi,  Donncnfcld,  Bray  &  5tLai£ggf  f 
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October  2,  1990 


»Vtt«  MM  CAST 
«M|K<NtTON,  p.  C.  *0OO? 
A*CA  CSHMT  IM 


fanator  fan  Hunn 
chairman 

Farsanant  Subcomittaa  on  Xnv#stigationa 
United  St*t«»  g*n«ta 

Dirtaan  Janata  Offics  Suilding,  %ovm  303 
Washington,  D,C.  20510 


*•*     ^rtiv  Siberian.  P^.n 

Daar  Sana tor  Kunni 


Dr.  B*rX#v  Kibarian  and  hi  a  vifa,  Kary  Ann  Kibarian, 
racaivad  aubpoanas  to  taatify  bafora  your  Subcoaaittaa  on 
Saptaabar  19*  Dr.  Klbarian's  appaaranca  vaa  poatponad  aftar  2 
brought  to  tha  attantion  of  Mr.  John  *opto  and  Mr.  Mark  tfabatar 
of  tha  fubcoaaittaa  ataff  tha  fact  that  Dr.  Kibarian  had  suffarad 
a  atrofca  in  May  and  appaarad  to  hava  had  a  aacond  atroXa  in  aarly 
aaptaabar*  Mrs.  Kibarian1  a  appaaranca  was  poatponad  aa  vail 
bacauaa  aha  had  to  attand  to  har  aldariy  aothar  who  undarwant 
surgary  on  ffaptaabar  12* 

In  support  of  Pr.  Kil*ri«nr*  raquast  for  a  poatponaaant  of 
hia  appaaranca,  X  providad  tha  Subcoaalttaa  ataff  with  a  lattar 
fro»  hia  primary  physician,  Cilbart  Eianar,  M.D. ,  docuaanting  hia 
•adical  condition.  In  that  lattar  Dr.  Klanar  axpraaaad  ooncam 
•hoot  Dr.  Kibarian1  a  condition  and  atatad  that  ha  should  not  ba 
plaoad  in  any  atraaafal  situation  for  tha  i  wad  lata  fxxtura.l/ 
Mr.  vabatar  intaxviavad  Dr.  rianar  in  compaction  with  that 
mMrlimr  rsquaat,  and  tha  fuboeaaietaa  agraad  to  raschadula  tha 
Kibar fans'  appaaranca  to  so**  futura  data.  Thay  ara  currant ly 
achadulad  to  tastify  on  Friday,  octobar  5. 


X/  A  copy  of  this  lattar  vaa  providad  to  you  and  othtr  aaabara 
of  tha  Subcomittaa  in  ay  lattar  datad  Saptaabar  19. 
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Senator  Su  Nunn 
October  2,  1990 
Page  2 


Despite  the  written  end  oral  statement*  mede  by  Or.  Eisner, 
!21  fJ.  °thlrfc*li^  Df.^  4lubwwitUi  expressed  ekepticiem 
ebout  the  state  of  Dr.  Siberian'*  health  as  evidenced  by  the 
transcript  of  the  September  19  hearings.  Or.  Siberian  has  since 
that  time  bean  re-examined  by  hie  neurologist,  Richard  Edelson, 
M.D.,  who  has  concluded  that  Or.  Siberian  has  indeed  suffered  a 
second  stroke.  Dr.  Edelson  bases  his  diagnosis  on  a  comparative 
analysis  of  magnetic  resonance  imaging  (KM)  scans  performed  in 
May  and  September  of  tais  year.  Dr.  Edelson  writes  that  the 
stroke  suffered  by  Dr.  Siberian  is  a  "lacunar  infarct  which  is 
associated  with  hypertension  and  stress, «  and  that  it  would  be  to 
Dr.  Siberian's  "medical  detriment*  if  he  were  to  be  placed  "under 
the  stress  of  the  forthcoming  hearings  £of  the  Subcommittee]." 
Dr.  Edelson  concludes  that  "this  is  a  fresh  stroke  and  [Dr. 
Kibarlan}  should  not  put  himself  under  eny  undue  stress  at  least 
for  a  month."    h  copy  of  Dr.  Edeison's  letter  is  enclosed. 

-vi  X-H  light  of  ****  Pr^^eu*  stete  of  Dr.  Siberian's  health  at 
this  time,  es  documented  by  two  physicians  who  have  recently 
examined  him,  X  once  again  respectfully  request  thet  the 
Subcommittee  postpone  the  appearance  of  Dr.  Siberian  until  euch 
time  as  he  can  testify  without  the  risk  of  physical  harm.  I  do 
not  make  this  request  cevalierly.  X  am  fully  a  vara  that  the 
Subcommittee  wants  Dr.  Siberian's  testimony  in  order  to  carry  out 
its  legislative  duties.  i  am  also  aware  thet  the  subcommittee 
does  not  take  kindly  to  persons  who,  it  leels,  are  attempting  to 
hinder  an  investigation.  nonetheless,  I  must  reiterate  my 
request  to  postpone  Dr.  Siberian's  testimony  on  the  ground  that 
the  stress  of  appearing  before  the  subcommittee  could  aggravate 
his  current  medical  condition.  In  making  this  request,  I  wish  to 
"•"f*         Subcommittee  that  Dr.  Siberian's  wife,  Krs.  Mary  Ann 

ir^fj    i^fbclw^  ■Xso  r|Ppl,,Btld  bv  It  prepared  to 

testify  this  Friday,  Dctobsr  5,  at  9:00  a.». 

X  would  like  to  inform  Dr.  Siberian  as  soon  as  possible 
whether,  despite  his  ill  health,  he  will  nonetheless  be  called 
upon  to  appear  before  the  Subcommittee  this  Friday.  Accordingly, 
X  would  greatly  appreciate  your  response  to  this  request  et  your 
earliest  convenience.  J 

Sincerely, 


Stephen  P.  Matthew 


Enclosure 
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Sanator  S*»  Hunn 
Octobar  2,  1990 
Fag*  3 


ccx    All  Subeowittaa  Haabars  {v/ancl,J 
John  F.  Sopto,  Esq.  (v/ancl.) 
Hfmjfn  fcaW>fe*fcmw<v/anc3  • ) 
Dr.  Barkav  Klfcarian 
Kr*»  Nary  Ann  Kibarian 
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fiiMI  ft.  Mint 


tM»MmQiTO^.  P.  C  *POQ» 


*****  •  C*M««* 


September  19,  1990 


S»n*tor  S*a  sunn 
Chairman 

Permanent  Subcommittee  on  Investigations 
United  states  Senate 

Dirksen  senate  Office  Building,  Rooa  303 
Washington,  D.C»  20510 

Kes    Bearings  on  Abuses  in  Fader*  1  student  Aid 

Programs— Testimony  of  Sarfcev  Siberian,  Ph.D. 
and  Hru.  Marv  Ann  Kfoarlan  

Dear  Senator  Kunn: 

I  as  writing  on  behalf  of  sy  clients,  Dr»  Sarkev  Kibarian 
and  Mrs.  Mary  Ann  Siberian,  both  of  whos.  have  been  subpoenaed  to 
testify  before  the  Subcommittee.  The  Xibarians  vers  originally 
scheduled  to  testify  on  September  13,  but,  due  to  aedical 
reasons,  the  Subcommittee  grsntsd  them  an  extension  for  their 
appearances.  They  ere  now  scheduled  to  testify  on  rridey, 
October  5. 

km  Vou  and  the  Subcommittee  staff  are  already  aware,  Dr. 
Kibarian  &ad  a  stroke  this  past  Hay  end  appears  to  have  suffered 
a  second  stroke  recently.  Dr.  Siberian's  physician.  Dr.  Gilbert 
Eiensr,  has  written  me  a  letter  stating  that  Dr»  Kibarian,  in 
light  of  his  sedical  condition,  *[f]or  tbe  immediate  future  .  .  . 
should  not  be  pieced  in  any  stressful  situation.11  A  copy  of  this 
letter,  which  was  previously  provided  to  the  Subcommittee  staff , 
is  enclosed  herewith.  Despite  the  precautionary  note  sounded  in 
Dr»  Eisner's  letter,  the  Subcommittee  has  concluded  that  Dr. 
Kibarian  should  nonethsless  appear  on  October  5  end  testify 
before  the  Subcommittee. 

To  Minimize  the  strsss  that  such  an  appearance  before  the 
Subcommittee  will  create  for  Dr.  Kibarian,  who,  as  I  previously 
advissd  John  Sopko  and  Mark  Webster  of  the  Subcommittee  staff, 
would  likely  assert  his  constitutional  privilege  to  not  answer 
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Senator  Sun  Kunn 
Stpttib«r  19,  2990 
Page  2 


cartain  questions  poeed  to  hi«  at  the  faring,  X  reapect  fully 
ragueat  that  Dr.  Siberian's  testimony  be  held  in  Executive 
Session,  X  can  see  no  valid  legislative  purpose  for  causing  Dr. 
Xibarian  to  aaeart  his  Constitutional  rights  in  a  public  session 
with  spotlights,  tal  avis  ion  cameras  and  aicrophones  directed  at 
hia — a  strassful  situation  for  any  privata  citi&en  which  could, 
in  this  instanca,  aggravate  Dr.  Kibarian's  Mdical  condition. 

X  respectfully  request  that  tha  Subconmittee  afford  tha  sase 
courtesy  to  Krs.  Kibarian.  sha  is  tanding  to  bar  elderly  mother 
who  racantly  undarwant  surgary  at  Gaorga  Washington  University 
Hospital.  Tha  strain  and  worry  that  Mrs.  Kibarian  is  currant ly 
experiencing  dua  to  tha  sadical  conditions  of  har  husband  and  har 
sothar  *>%ad  not  ba  exacerbated  by  forcing  har  to  tastify  before 
tha  Subcommittee  in  a  public  session — especially  if  sha,  too, 
will  lifcely  assart  har  Constitutional  rights  to  not  answar 
certain  questions  addressed  to  har. 

On  bahalf  of  Dr.  and  Krs.  Kibarian,  X  as  grataful  for 
whatever  consideration  you  and  other  members  of  the  subcommittee 
can  give  to  this  natter. 


Sincerely, 


Stephen  P.  Matthews 


ccs    All  Subcommittee  Members 
John  F.  Sopko.  E»q. 
Mr.  Richard  X.  Webster 
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September  28,  2990 


TO  WHOM  H  MAY  C0*CER*: 

Re:    Dr.  Ijrfcer  Kibsrien   (006:  12*29-17) 

Dr.  t*ritv  Kiberitn  is  under  My  pedicel  c«rt  end  «ms  seen  by  m  w  September 
25,  1990.   He  fits  fttd  §  recent  stroke  unich  fs  documented  by  $.««netic 
resonance  ifftffft?  sew.   This  is  *  Ucun«r  inferct  abich  is  essocuterf  with 
hypertension  end  stress. 

I  have  told  Or.  Kib*H«i  that  it  Mould  be  to  his  ftedfeel  detriment  should  he 
put  MvseH  wKfer  the  stress  of  the  forthcoming  hearings.   This  is  e  fresh 
stroke  end  he  should  not  pot  fttcsetf  under  any  undue  stress  et  least  for  i 
■oath. 

Sincerely, 

licheVd  K.  tdetson,  K.D. 
MHUftlm 
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October  4,  1990 


S*-Hrt[or  Sam  Kunn 

Chairman,  PerwaneM  Sub-CoflWHttpe  of 
Jn*f st  »cjation 
unMesJ  States  Senate 
Upitol  Building 
kashtngton,  DC  2Qh\0 

U[ :    \Jr ,  Barke*  Ubar  ian 

Dew  Senator  Kunn: 

this  »s  a  letter  to  clarify       note  of  September  .mB.  1990.  addressed  "lo  hhom 
It  (MV  Concern".    In  that  Monndum  I  stated  that  Dr.  Barkev  mbartan  should 
not  place  hi*se!f  under  stress  for  *he  arbitrary  period  of  30  day*  following 
the  on«,et  of  his  presumed  stroke  of  Sei>te*ber  1,  1990.    The  30  day  per.od 
should  be  fro*  September  1,  \m.    thus,  at  this,  point,  <ro*  the  information 
I  hue.  he  should  be  able  to  give  testimony  to  the  Senate  ^ub-Commtttee  on 
October  S.  1990. 

SmcereU . 

.     <v   r>  --x 

D  rtiurd  N.    FdpUltn.  H,D, 
RNi.djr 
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TESTIMONY  OF 
THE  HONORABLE  MARGE  ROUKEMA 
BEFORE  THE  SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 
REGARDING  STUDENT  LOAN  DEFAULTS 

SEPTEMBER  12.  199D 


MR     CHAIRMAN  s 


I  APPRECIATE  YOUR  ALLOWING  ME  TO  SUBMIT  THIS  STATEMENT  FOR  THE 
RECORD  OF  THIS  HEARING  AND  I  CONGRATULATE  CHAIRMAN  NUNN,  THE  RANKING 
MINORITY  MEMBER  SENATOR  ROTH,  AND  THE  OTHER  MEMBERS  OF  THE  SUBCOMMITTEE 
FOR  THEIR  ATTENTION  TO  THE  STUDENT  LOAN  DEFAULT  PROBLEM,     AS  YOU  KNOW 
THIS  IS  A  PROBLEM  THAT  HAS  CROWN  FROM  $200  MILLION  IN  1981.  TO  OVER  $2 
BILLION  THIS  YEAR*    THE  TOTAL  AMOUNT  OF  DEFAULTED  STUDENT  LOANS  NOW 
OUTSTANDING  IS  APPROACHING  $8  BILLION.     I  AM  PLEASED  THAT  THE  SENATE  IS 
ADDRESSING  THIS  IMPORTANT  SUBJECT.     IF  WE  WAIT  ANY  LONGER  TO  FIX  THE 
PROGRAM,  WE  COULD r  HAVE  ANOTHER  SAVINGS  AND  LOAN  BAILOUT  ON  OUR  HANDS ■ 


I  WISH  THE  NOOSE  OF  REPRESENTATIVES  WOULD  TAKE  NOTICE  OF  THIS 
PROBLEM  AS  YOU  HAVE*     I  HAVE  TRIED  FOR  THE  PAST  TWO  YEARS  TO  HAVE  THE 
EDUCATION  AND  LABOR  COMMITTEE  HOLD  SIMILAR  INVESTIGATORY  HEARINGS  ON  THE 
SCANDALS  BEING  PERPETRATED  ON  THE  STUDENT  LOAN  PROGRAM  BY  UNSCRUPULOUS 
AND  FRAUDULENT  PROPRIETARY  SCHOOLS ♦     I  APPLAUD  THE  FACT  THAT  THESE  SENATE 
HEARINGS  ARE  FOCUSING  ON  THE  LOOSE  ACCREDITATION  STANDARDS  AND  FRAUDULENT 
AND  ABUSIVE  PRACTICES  IN  WHICH  TRADE  SCHOOLS  ENGAGE*     /ERY  OFTEN  THESE 
SCHOOLS  GO  INTO  BUSINESS  FOR  THE  SOLE  PURPOSE  OF  SILKING  THE  FEDERAL 
GOVERNMENT  OUT  OF  STUDENT  AID  DOLLARS.     THE  PRACTICES  OF  THE  SCAM  SCHOOLS 
ARE  RESPONSIBLE  FOR  A  LARGE  PART  OF  THE  TOTAL  AMOUNT  OF  STUDENT  LOANS  IN 
DEFAULT*     THESE  ARE  LOSSES  THAT  MUST  BE  PAID  BY  THE  AMERICAN  TAXPAYER, 
IN  ADDITION  TO  THE  FINANCIAL  LOSSES  TO  TAXPAYERS,  THE  LOSSES  EXTEND  TO 
THE  THOUSANDS  OF  WORTHY  STUDENTS  WHO  WILL  BE  DEPRIVED  OF  THE  OPPORTUNITY 
FOR  A  HIGHER  EDUCATION.     THE  STUDENT  LOAN  DEFAULT  LOSSES  IS  MONEY  THAT 
COULD  HAVE  SENT  DESERVING  STUDENTS  TC  LEGITIMATE  SCHOOLS.     IT'S  TIME  FOR 
CONGRESS  TO  STOP  PROCRASTINATING  M*l>  ADDRESS  THIS  ISSUE. 
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TESTIMONY  Or  MARGE  RQUKCHA 

subcommittee  on  investigations 
september  12,  1990 

PAGE  TWO 


AS  YOU  KNOW,   THE  HOUSE  AND  SENATE  ARE  CURRENTLY  MELTING  IN  A 
CONFERENCE  COMMITTEE  TO  RECONCILE  THE  DIFFERENCES   IN  OUR  EDUCATION  BILLS. 
I  DID  MY  BEST  TO  HAVE  STUDENT  LOAN  DEFAULT  REFORMS  ADDED  TO  THE  HOUSE 
BILL  H.R.   5115.   THE  EQUITY  AND  EXCELLENCE  IN  EDUCATION  ACT.     THE  SENATE 
WAS  SUCCESSFUL  IN  INCLUDING  REFORMS  SIMILAR  TO  THE  ONES  I  PROPOSED  WHEN 
PASSING         b9b,   THE  EDUCATIONAL  EXCELLENCE  ACT  OF  2990.     IT  IS  MY  HOPE 
THAT  THESE  HEARING  WILL  SEND  AN  UNEQUIVOCAL  MESSAGE  TO  THE  MEMBERS  OF  THE 
HOUSE  INVOLVED  IN  THAT  CONFERENCE  THAT  SOMETHING  MUST  SE  DONE  ABOUT 
STUDENT  LOAN  DEFAULTS  NOW.     THE  CONFEREES  ON  THE  EDUCATION  BILLS  SHOULD 
HEED  THIS  MESSAGE  AND  RETAIN  THE  SENATE  DEFAULT  PROVISIONS   IN  THE  FINAL 
VERSION  OF  THE  BILL . 


2  LOOK  FORWARD  TO  TH't.  RESULTS  OF  YOUR  HEARINGS  AND  TO  DEFAULT 
REFORMS  BEING  ENACTED  THIS  YEAR.     WITH  YOUR  HELP  §   WE  CAN  ELIMINATE  FRAUD, 
WASTE  AND  ABUSE  Li   THE  TRADE  SCHOOL  INDUSTRY  AND  RETURN  FINANCIAL 
INTEGRITY  TO  THE  STUDENT  LOAN  PROGRAM.     THANK  YOU,   MR.  CHAIRMAN. 
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Another  scandal  in  the  making 


Ry  Mirgi  ftouatttt 

Si**>  *»•  if  svw  hava  bv»rd  ihie 
one  bafurt. 

A  f+4ir*i  i(T*ur<utc#  profraae 
th*t  prffit>-u  OM^Mldi  «f  AjomH- 
e*r.  diuane  begin*  to  Iqh  money. 
After  ye»r*  *f  dr»ir*,  the  lelftai* 
*****  ef  mtolvency  *pp**r.  Coo- 
pew  i*  w»r»tH  A  teiutlon  i*  pro* 

fom*rd  to  My  tb*  probUo  it  be- 
injf  «*#gf«r»t*d  and  thai  &*Jf«*icp 
reform*  luffWrient-  Ceafrcaa 
Cabau*  and  delaye  action  umu,  ft. 
rvally.  th*  progtam  $v«a  bankrupt, 
UuhbHHom  of  i4ip*>erd«]Urt  *t 
itaar,  the  govtmmtnt  »trp*  in 
•  ifh  s  c*#ri>  bailout. 

fr.*j  u  not  tht  wctt'Woro  tigi  of 
the  tavinf*  md  loan  debacle.  I'm 
Uking  ebcut  the  $7  8  b(Mpn  dt- 
fr~h  Kendal  in  tht  Federal  Outr- 
anked Student  Loan  program. 

At  Yogi  Btrc*  aay*,  "it  *•  deje  vu 
aJJ  0*tr  train!" 

j£**-h  time  we  art  fecee"  with  ft 
program  us  crlm,  Contrast  triat  to 
*\ vid  poetically  di&euh  decieiOoe* 
The  rtruh  it  that  relatively  minor 
prefcietet  art  permitted  to  fetter 
until  tary  require  huge  bfttfoutt. 

Receniiv,  tht  federal  Depart* 
ment  of  Education  rcleetcd  tba 
hr.4it>r«  of  Aft  actuarial  mwty  of 
ih*'  c-aL  program  conducted  by 

tf.r  Gttxrtml  ACC/UOting  Office 

•^AOi.111-1  ronftrmtd  that 
tftc  vSL  prop**  hat  been  toeing 
looney  fm-  %0  year*.  In  fact,  nu- 
Jrrti  U*n  default*  havt  (town 
from  a  $200  mlUtoa  problem  la 
I9el  to  t  $2  bilhoo.pt r.ytar  prob- 
lem ia  1*90.  Tha  wfftM  12  billion 
in  daUvJtad  bant  wtfl  cootume  V 
Percent  of  the  amount  Cortgrcta 
tppf*ph4tcd  for  tht  rtudent  ica* 
program  for  \HO,  Thit  It  money 
tba;  it  aW»  the  drain  and 

not  htlp  one  ttudent  git  4 
Iv.fKtr  eduction, 

There  it  ample  «v>d*nc#  that  tht 
prsftem  t»  in  the  eatfry  stag**  of 
cuHaptc.  )n  July*  tht  Higher  Edu- 
.  cttton  Attittartct  foundation 
'{HEAD,  an  Oklihomi-bated 
c"«?tnv  tbai  autranttat  ROliiona 

J*\Ctl   C»   wO^g'etl.  r«Cwevfi<M«g 

*  «h  D>ttr»rt  »a  Ba»gcn  C«w«ty 


W  Many  trad© 
schools  are 
created  for  the 
sole  purpose  of 

bilking  the 
government  out  of 
student  aid 
money, 


of  ttydast  loan*  tach  yaar,  tn- 
nounctsj  chat  It  couid  no  loagtr 
meat  Ut  obligetiont  to  raisaburtt 
lendtrt  for  dtftuUtd  ttudtnt 
leant.  The  coUapaa  of  KEAF  wiU 
teivt  tha  govtmmapt  with  tht 
nurtAtaa4  UahUlty  ct  hUUoot  of 
doliftft  in  loaaa  held  by  tht  ftm, 
Tha  Dtpaniftftot  of  Education 
cannot  tay  rxtetfy  how  nuch  tht 
fftUurt  Of  HZAT  wiS  coit.  Thty 
alto  cannot  aay  with  certainty  how 
many  other  guarantee  aetneiet  art 
in  danger  of  feiHng,  ahbouch  ofk. 
ciaU  aay  the  deportment  "bat  it* 
eye  on  fii  ©there." 

Why  do  so  t»any  euidtnta  dt* 
teult  on  tbtir  toant?  To  a  largt 
axtetit.  tht  inert* m  in  aUtdant 
loan  dafauHt  ia  dtre^Uy  attnhvt- 
abia  to  tht  eaploakm  in  tbt  num- 
ber of  trade  a*d  ttchnfcai  tehooU 
over  the  oatt  10  yaerv*  Many  of ' 
thaaa  acheota  art  atmpty  team  op* 
etetiojit  that  go  la  to  butintat  for 
the  tote  purpoto  Of  bilking  the  gov* 
ommtftt  out  ef  uudant  aid  money. 
$ccot  of  thete  teem  echoole  tre 
operotiae  with  annual  default 
rote*  ae  high  ae  70  portent*  Thtte 
tchoolf  tftroll  ttudeota*  aeture 
guaranteed  Sooae  from  hanVx  and 
provide  ouch  a  poor  edueetfoa  that 
many  atodeota  either  drop  out  or 
ore  unabie  to  ftod  employoteot  in 
the  nek!  for  which  they  were  eup* 
potedly  trained.  The  Kbooi  heepe 
the  ttudest  aid  money,  the  bonk 
gott  ita  gov arnmant -becked  Joan 
peyroeot,  tod  the  ttudeni  ia  Uit 
notdinftt  the  l^ajg  with  a  poor  cradit 
rating,  no  job,  end  no  incom*  t« 
repay  the  ttudwm  ioen. 


Ae  ft  mtmbar  of  iht  Houaft  Edu- 
cation and  Labor  Committee}  X 
iui«e  praaaod  et»ct  lit?  to  reform ' 
tha  aitodent  lo«n  prfrf«*aa  ihrevgh* 
a  UgiaUtiva  manoam.  The  growth 
m  Oefauiva  it  eiter  evidence  that 
tha  ayatem  ia  Uckiof  the  neeaaaary 
aafrguarda  agalsut  fraod,  waava; 
and  abut*. 

With  haadlinaa  acmaaiing  tbat 
tht  SAL  boUoMt  wiU  require  on  ad- 
ditional MOO  bUlioa  for  mi 
alone,  you  mifht  think  that  a  Con* ' 
grtaa  ttarinff  into  thia  particular 
ab?t*  wonid  tuber  up  and  aay 
**tiavtr  agtin." 

But,  while  the  Senate  added 
tevgh  kv  dent- Joan  ft  forma  tw  it* 
vtrtton  of  tht  omnibut  education 
biti,  the  Koute  choee  to  forgo  re- 
form of  the  program 

My  rcforme  would  have  remnrad 
forced  Undert  to  txantlnt  the  it*, 
gitimacy  of  tht  Khoola  to  which 
thty  lend,  end  there  the  riek  f or 
ioant  gone  bad.  Moat  important* 
my  propotala  would  have  prohibit* 
ed  the  nag  rant  reotvittaf  ebutee 
and  tecrtditat(on  fraud  perpetrat- 
ed by  tha  team  aebeok.  Finally. ! 
wouid  he^e  required  atudenta  to 
provide  mora  information  to  make 
them  eatiar  to  tocate  when  thty 
default.  My  amendment,  however,; 
wa*  def  tattd, 

Tht  defeat  of  my  amendment 

wee  cle»rty  ft  raauH  of  lobbying  by 
srada  tebooi  eaaocifttiflM  and  tpe* 
tie!  intareto  froupa,  Lobbyteta  ' 
haunted  the  hall*  of  Ceng?**;  •' 
twttted  arm*  and  Mocked  the 
typee  of  reform*  theft  wouid  have' 
raetored  accounubilitv  to  tha  ttu> 
dent  loft^profrem  and  everted  eo«  * 
other  eapeojtvt  governmtnt  bail*.' 
out. 

The  Federal  Studewt  Loaa  Pro*  t 
gram  and  the  SeVLtnduatry  are  by 
00  meant  the  tame.  But,  unite*  we* 
act  wiaery  today,  the  paraliali  be* 
tweett  tht  two  may  be  mora  thao 
rhetorical  We  may  wall  have  yet 
Another  bankrupt  govtrnmtot- 
becked  program  to  bafl  out. 

In  addition  to  onaAnai  loetat  to 
tht  tajrpeyera,  the  loiiat  extend  to  - 
tht  thoutaada  of  worthy  ttudeote  : 
who  wU!  be  deprived  of  the  oppor- 
tunity for  higher  education.  In  the- 
end,  our  nation'*  ability  to  com- 
pete in  world  market*  will  tuiter. 


o 
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